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Let’s say that again— 
More than 25 miles to a gallon . . . more than 500 
miles to a tankful of gas . . . at average highway speed. 


Not for a small car, but for this big, big beauty of the 


year—the Nash “600” Airflyte. 


Look at it! 
One clean sweep of perfect aerodynamic design, with 
racing lines unmarred by fender openings. Sweet and 
low . . . a massive 614 feet wide... . yet it comes just 
to your shoulder. 

Inside, you never saw such room! A new Super- 
Lounge interior, SO spacious you can have Twin beds 


for daytime napping or all-night sleeping. 


And wait until you drive it— 
It’s the world’s first car with Unifio-Jet Carburetion 


. .. smooth as a dream. 
The first car with Cockpit Control and the Uniscope. 
The first car with husky Girder-built Unitized body- 


and-frame . . . one solid, welded unit. 








Al AVERAGE 








.. and new 


With coil springing on all four wheels . 
wonders of Nash Weather Eye Conditioned Air. 


Give your tired eyes a treat. 
See the greatest thing that’s ever happened to 
automobiles—the New Nash Airflyte, in two series, 

the Nash “600° and Nash Ambassador. 

A Great Car... Built by a Great Company... Sold and 
Serviced by the Finest Dealer Organization in .1merica. 





GREAT CARS SINCE 1902 


Nash Motors, Division Nash-Kelvinator Corporation, Detroit, Michigan 











PEARLS 


OF WISDOM 


HAT little sign, which appears on the side of an 

obscure country road, should be blazoned across the 
desk of every man whose business career is still ahead 
of him. 


Its moral is plain. What you do today determines what 
you will be tomorrow. Consciously or not, every man 
chooses his own path. 


This very day, the choice between success and failure 
stands starkly before you. 


Success doesn’t “just happen.” It is rarely a product 
of chance or circumstance; never achieved by wishful 


thinking. 


Success in business is planned. It is the result of a 
positive program of action. 


How The Institute Can Help 


The Alexander Hamilton Institute can help you speed up 


your progress in business. It can supply systematic guid- © 


ance, inspiration and a thorough training in the funda- 
mental principles of business. 


But the Institute works no miracles. It can do nothing 


for men who lack ambition and determination; it cannot ' 


open magic portals for those who seek quick and easy 
success. 
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A COUNTRY ROAD! 


Send for “FORGING AHEAD IN BUSINESS” 
The Institute’s executive-training program is. 
fully described in a stimulating 64-page book- 
let—‘‘Forging Ahead in Business.” There is no 
charge for the book because, frankly, it is worth 
only what you make it worth. Some men glance 
through it and toss it aside. Others have found 
a fortune in its pages. 
If you are interested enough in your business 
future to devote one hour to the study of a plan 
that has meant rapid progress to thousands of men, send for 
**Forging Ahead in Business” today. Fill out and return the coupon 
below; your complimentary copy will be mailed to you promptly. 


ALEXANDER HAMILTON INSTITUTE 
Dept. 655, 71 West 23rd Street, New York 10, N.Y. 
In Canada: 54 Wellington Street, West, Toronto 1, Ont. 





ALEXANDER HAMILTON INSTITUTE 
Dept. 655, 71 West 23rd Street, New York 10, N. Y. 
In Canada: 54 Wellington Street, West, Toronto 1, Ont. 


“FORGING AHEAD IN BUSINESS.” 
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Please mail me, without cost, a copy of the 64-page book— : 












































A WIRE 


This quality branch circuit wire is called Neolay* 
(Type RU). It is the finest wire ever made. 

Why? First it has a nylon covering, for smooth, 
easy pulling. Moreover, nylon is tough and resists 
the deteriorating action of oil and gasoline. The 
insulation of Neolay RU is a combination of 
Laytex* (90% pure rubber) and Neoprene. That 
is why it has such a small diameter and light 
weight, and such superior electrical and physical 
properties. For example, a chain of 20 gas sta- 
tions formerly had to change wiring systems 
every Spring, because of severe damage caused 
by moisture. After switching to Neolay, these 
changes were eliminated. : 

For free sample and additional information 
write to Wire and Cable Department, United 
States Rubber Company, 1230 Avenue of the 
Americas, New York 20, N. Y. 











UNITED STATES 
RUBBER COMPANY 


IS ONLY AS GOOD AS ITS INSULATION 


Wires made by U. S. Rubber are Laytex Insulated 
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WHAT’S AHEAD 


MORE INDUSTRY SURVEYS 


Beginning on page 19 of this issue is 
a full-scale report on seven major Ameri- 
can industries: Automotive, Utilities, Petro- 
leum, Railroads, Chemicals, Radio-Tele- 
vision, and Metals. Far from being mere 
year-end reviews, every one of these ar- 
ticles is instead a detailed analysis of the 
present status and future prospects of each 
of the above industries, as well as of spe- 
cific companies. 

Each article is the product of months 
of research and interviews with industry 
executives and financial authorities, and all 
were written by specialists in their respec- 


tive fields. The net result is a fund of.. 


invaluable data on what makes these seven 
key industries tick, as well as on their 


physical and financial prospects for the ° 


months ahead. 

As a follow-up to these surveys, similar 
reports on the Textile (scheduled January 
15), Aircraft, and Construction industries 
are now being given final touches for ap- 
pearance in succeeding issues of Forses. 
Watch for them. You'll find every one to be 
a storehouse of up-to-the-minute informa- 
tion. 


K-F’s KAISER 


“No entrepreneur in recent years has 
more spectacularly appealed to the Amer- 
ican people, lovers of audaciousness.” So 
reads the opening statement of ForBEs 
Magazine’s citation to Henry J. Kaiser up- 
on the occasion of his election as one of 
the nation’s 50 Foremost Business Leaders 
a year ago. 

Now scheduled for our next issue is 
Laurence Bell’s “profile” of Kaiser-Frazer’s 
head man, currently slated as the last in 
our series of personality stories on Amer- 
ica’s top 50 executives. 


A man of varied and dramatic talents, 


Henry Kaiser has achieved notably both 
in war and peace, and is, in writer Bell’s 
words, “among the most spectacular fig- 
ures on the American industrial scene to- 
day.” The subject of plenty of brickbats 
and bouquets, Kaiser has been regarded 
by some as “merely a high-powered pro- 
moter with a flair for self-press agentry,” 
by others as “a super-salesman like Billy 
Sunday or Diamond Jim Brady,” and by 


a third group as a pioneer who “will bring . 


about a new and wonderful era, with jobs, 
houses, automobiles and whatever, for one 
and all.” 

Bell’s story will present no partial pic- 
ture of the man, but will delve into all 
facets of Kaiser’s career and personality, 
from the time he “severed relations with 
formal education in the eighth grade to 
go to work as a cash boy in a Utica dry 
goods store” to his present production feats 
in boosting the Kaiser-Frazer Co. to the 
top spot among the country’s “indepen- 
dent” motor makers. 

Look for this informative appraisal on 
January 15. 




















BUSINESS IN MOTION 





| Io our Colleague itil Mittens... 


Probably few people realize that the 
dairy industry is a large user of spe- 
cial brushes. In pasteurizing and bot- 
tling plants milk flows through pipes 
and tubes, and these must be thor- 
oughly scrubbed inside, using small 
cylindrical brushes attached to rods. 
Naturally, the brushes themselves 
must -be capable of sterilization, which 
means a metal back. Conventional 
tufted brushes do a good job, but a fa- 
‘mous manufacturer realized that a 
better job would result if it could make 
a brush by holding the bristles in a 
channel, and then winding the straight 
brush into a small, 
tight spiral. Experi- 


Anybody could see that this was a 
tough problem. If annealing could have 
been resorted to, perhaps the operation 
would not have been considered too 
difficult, but you can’t anneal bristles. 
The metal had to be taken as it came 
from the mill, made to do that double 
flip-flop, and make a perfect brush. 

If you had been the brush manufac- 
turer, we trust you would have done 
what he did—come to Revere for help. 
If you had been Revere, you would 
have done just what we did—study the 
characteristics of all the Revere Met- 
als and Alloys, seeking one that would 
have the required 
strength and tough- 





ments immediately 
showed, however, 
that there was a low- 
er limit to the radius 
obtainable without 
cracking the metal 
and loosening the 
bristles. That limit, 
unfortunately, was 
considerably above 
the radius necessary 
to make a brush that 








ness, plus maximum 
corrosion-resistance. 

Revere is proud to 
have found the an- 
swer in a certain 
gauge and type of 
Cupro- Nickel Strip. 
Test runs with this 
were entirely suc- 
cessful, and regular 
production soon be- 








would have an out- 
side diameter, over 
the bristles, of 34” and an inside diam- 
ever, over the mandrel, of %4,”. 

It was at this point that Revere was 
called in. Did we know of any metal 
or alloy which would withstand such 
a double deformation? Remember, 
Revere was told, the metal first must 
be turned up into a channel, enclosing 
a brass wire around which the bristles 
are set. Then the channel must be bent 
on its back in a tight coil with that 
small inside diameter of %,¢”. Was 
there anything that would take this 
abuse and not crack, split, break, or 
open the bristle-filled channel? 


gan. Thus it became 
possible for our cus- 
tomer to offer this 
improved brush to the dairy industry. 

This is but one example that shows 
how a supplier can collaborate with 
his customers to mutual benefit. Revere 
is not alone in carrying on such activi- 
ties. Every supplier, no matter whether 
he produces metals or woods, chem- 
icals or plastics, rubber or glass, inev- 
itably knows a great deal indeed about 
his materials and how to work them 
into finished products. The great es- 
sential is that he be fully informed as 
to methods and end uses, for only then 
can he turn his§knowledge and expe- 
rience to your benefit. 


REVERE COPPER ann BRASS INCORPORATED 
Founded by Paul Revere in 1801 


x «wR 
Executive Offices: 
230 Park Avenue, New York 17, N. Y. 











TWO-LINE 
Editorials 


More selling will become necessary la 
1949. 


Fewer buyers will be beggars. 
Prices will count more. 
Luxury sales will not huxuriate. 


Prediction: Congress will not O.K. every 
Truman pro-Labor policy. 


Restore the Wagner Law? Nol 
Fairplayers always fare best ultimately. 


The Marshall Plan is panning out sat- 
isfactorily. 


Save! 
Looks like some unemployment looms. 
To Truman, Congress: Retrench! 


John Bull's “austere” actions inspire 
bullishness. 


World’s blackest spot: China. 
My hunch: Russia is in a bad way. 
Stop boosting wage boosting! 


Excess profits taxes would probably 
bring excessive unemployment. 


Taft won't efface himself. 


Life insurance is, for the first time, 
exceeding $200,000,000,000. Good! 


A guess: Subsidies will somewhat sub- 
side. 


U.S. population has passed 147,280,- 
000. Healthy. 


To Congress: 
charges. 


Duplicate depreciatio 


One of the greatest U.S. developments 
we will see in 1949 will be in television. 


U.S. money in circulation: $28,415,- 
000,000. Too much! 


Before the war it cost 4%¢ to lay a 
brick. Now, 17¢. 


That doesn’t make for building up 
America. 


Happy New Year: By all of us keeping 
our heads. 
—B.C. F. 


Forbes 











ouch of the Superlative 


F you judge a fine car by its 

finish, we freely invite you 

to compare this custom trim for 

the 1949 Buick ROADMASTER 

with anything you can find else- 
where. 


But we urge you also to note how 
many other superlative touches 
this car offers: 


... The word Dynaflow on every 
ROADMASTER’s steering wheel, 
which means that oil does the 
work gears used to do. 


... Lhe far-ranging view that is 
yours through big, broad wind- 
shields and glass area stepped up 
as much as 22%. 


... Lhe wide-armed welcome of 
easy-swinging doors, the softness 
of oversize tires on extra-wide 
rims, the new whisper-quiet of 
150-hp Fireball straight-eight 
engines built with self-setting 
valve lifters that retain factory- 
precision of adjustment. 


For the ROADMASTER is reshap- 


ing ideas of what a fine car should 
be, not alone by its distinguished 
appearance and finish. Its owners 
fondly look on it and enthusiasti- 
cally praise it as a Very Impres- 
sive Performer, great of power, 
superlative in riding comfort, a 
veritable dream to handle. 


Arrange with your Buick dealer 
to try one, and you'll lose no time 
in getting your order in. 


BUICK Division of GENERAL MOTORS 


wi ROADMASTER foe 


When better automobiles on built BUICK will build them 
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with Dynaflow Drive 
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a... course of Holland's far-flung operations 


through 400 direct factory branches, this thoroughly 
trained organization is called upon to deal with every 
conceivable factor in heating—the variable range of 
climatic conditions across the country—the individual 
heating situations of over seven million customers 
—the innumerable fuels that go the whole scale 
from the plainsman's cow chips, the woodsman's 
cordwood and sawdust, the farmer's corncobs on 
through the different gases, oils and coals. The 

e practical, realistic understanding of heating thus 
gained is the answer to Holland's being the world’s 
largest in its specialized field. The seasoned experience 
which makes the Holland organization so proficient 
at its job is the inestimable plus that makes it the 
natural thing for you to rely upon Holland for the 

° best that heating offers. 


HOLLAND FURNACE CO. 


HOLLAND+> MICHIGAN 





woRrto's tARGEST INSTALLERS or HOME HEATING EQUIPMENT 
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READERS SAY 


INVESTORS’ RETURNS 


In your editorial of December 1, “Man- 
agements, Dewey, Lost Election,” you 
brought out many significant points that 
men in top management have ignored... . 

Why can’t business men learn that the 
investor is entitled to increases the same 
as labor, farmers, etc.P Why do they con- 
tinue to try and entrench themselves with 
special privileges and perpetuate their jobs 
rather than pay investors the profit they 
are entitled to? 

I know the story full well about the 
need for plowing back money into busi- 
ness; however, the fact remains that the 
investors are entitled to the profit that is 
made and should have the right to say 
how it should be used. 

Until business men learn that investors 
are voters and increase dividends, they will 
lose the confidence of the voters. It will 
again be necessary to pass laws taxing 
profits not paid out in dividends. 

I hope that you will campaign to teach 
business “the facts of life.”—Jack C. 
STAEHLE, Chicago, IIl. 


I was very much interested in your edi- 
torial, “Managements, Dewey, Lost Elec- 
tion.” You have put it mildly. It was greed 
and stupidity on the part of many (not 
all) of the big companies that caused their ~ 
defeat.—H. J. Apams, Green Bay, Wis. 


NEED FOR EDUCATION 


I wish to commend you for your force- 
ful hammering away at the executive 
heads of large corporations with the mes- 
sage that these same influential individuals 
should get on their fighting clothes and 
do their part to educate all of the people 
to the meaning of our American capitalis- 
tic and free enterprise system. Also, to stir 
them up to do something constructive to 
stimulate interest in the millions of small 
share owners, insurance policy holders, 
home owners, etc. 

I have taken the opportunity at times 
to write to various such heads of large 
business corporations. What every impor- 
tant corporation and business should be 
doing every day in the year, by word of 
mouth and in their advertising, is to ex- 
plain in very simple words just what 
America is and just what our American 
Constitution is, and just what our Ameri- 
can free democracy is and stands for.— 
F. O. THompson, 1818 North New Hamp- 
shire, Los Angeles, Calif. 


IRKED 


Some of the things said, by subscribers, 
in your column “Readers Say” get under 
my skin. If I were in your shoes, I’m afraid 
I'd get my Scotch-Irish up and send out 
answers of just three words: Please don’t 
subscribe! 

I could write pages on what I think of 
Forses, but it would all add up to this: 
It’s a wealth of knowledge which makes 
for good reading, and I’m happy to be one 
of its readers.—_M. W. Dickson, Pittsburgh, 
Pa. 


Forbes 


Going from unsatisfactory working conditions to bright, 
cheerful, virtually shadowless surroundings was accom- 
plished at The Mutual Benefit offices in Newark, New 
Jersey, through the installation—by Beach Electric Co. 
(contractor)—of a carefully engineered Sylvania Fluo- 
rescent Fixture Lighting System. 

Each of the three floors contains 501 Sylvania CL-440 
fluorescent fixtures in six continuous rows. Each unit 
contains four 40-watt lamps of 3500° white color. Ceiling 





mounted, these beautiful louvered fixtures have their 
light reflected from the ceiling, as well as diffused 
through the louvers that shield the lamps. 

This new lighting has overcome the immediate prob- 
lem of getting employees to work in the center bays. 
Mutual Benefit reports great all-around satisfaction with 
the new Sylvania installation. 

Sylvania Electric Products Inc., Fixture Division, 
Ipswich, Massachusetts. 


SYLVANIA 
HLECTRIC 


FLUORESCENT LAMPS, FIXTURES, WIRING DEVICES; ELECTRIC LIGHT BULBS; PHOTOLAMPS; RADIO TUBES; CATHODE RAY TUBES; ELECTRONIC DEVICES 
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THE MUTUAL BENEFIT LIFE INSURANCE CO. 
OFFICES ARE NOW EFFECTIVELY LIGHTED 
WITH 1,790 SYLVANIA LOUVERED 
FLUORESCENT FIXTURES! 
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IBM MEANS SERVICE 


For every business, large and small, there is an IBM product or 


service to help meet the requirements of business administration. 


IBM Electric Time Systems, with electronic self-regulation, keep 


clocks, time recording units and signals on uniform time. 


IBM Electric Typewriters produce results of high quality with 


minimum effort. 


IBM Electric Punched Card Accounting Machines fulfill account- 


ing and statistical requirements quickly and accurately. 


IBM Service Bureaus make the benefits of IBM Accounting avail- 


able to all business. 


IBM devotes to these products and services for business, institu- 
tions and government the resources of its product and application re- 
search, engineering and development, manufacturing facilities, training 


schools, and sales and service personnel. 


INTERNATIONAL BUSINESS MACHINES CORPORATION | 


World Headquarters Building, 590 Madison Avenue, New York 22, N. Y. 


Offices. in the principal cities 
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WASHINGTON PREVIEW 


by GENE ROBB, Washington Editor 








New Year's first quarter will be a period of readjustment for business men in many 
lines. Picture will be mixed as usual, with business booming along in some fields 

while others slide down at a relatively gentle pace from wartime peaks. Economy won't 
hit the skids by any means. Federal forecasters expect something less than a real re- 
cession, even see possibility of further upturn in coming months. 





Government will continue its two-way planning, looking ahead to both minor defla- 
tion and a possible new surge of inflation. Signs of weakness in numerous consumer 
goods industries are not yet being regarded with alarm in Washington. Reasons why Uncle 
Sam's planners are still relatively bullish on '49 outlook: 

1. Military spending will rise almost $2 billion this year, and more next; foreign aid 
will continue at record level; both are major props to our economy. 

2. Domestic spending of government funds will rise before Summer, as Congress enacts 
portions of Truman progran. 

5. Such key industries as steel construction and automobiles still face backlogs of 
unsatisfied demand. 

4. Personal incomes are of record proportions and may go still higher. 

5. U. S.~ Employment Service predicts continued high level of jobs in '49. 


TRUMAN MESSAGES--Signs posted during Fall months, suggesting a tapering-off of infla- 
tionary pressures, present Truman with an opportunity to backtrack on some of his more 
radical proposals. However, Washington is betting he won't take it, will still ask for 
wartime controls. Chances that Congress will say "No" to some White House plans will 
improve in direct ratio to readings of economic barometer in coming weeks. 





White House will unveil three messages to Congress in first days of 8lst Congress. 
State of the Union address will come first, setting pitch for new Administration and 
outlining generally what Truman hopes to accomplish. Following economic and budget 
messages will fill in details, get down to cases, draw concrete blueprints. 


Few surprises are expected from Truman at outset. His program has been spotlighted 
so long that major interest will be in tone he adopts. Advance guess is that overall 
approach will be conciliatory. Aim will be to create an atmosphere of good feeling, 
during which main pillars of Truman platform could be rushed through to enactment. 





Note: Don't expect a rash of legislation to be hurried through Congress in January. 
A new Congress takes time to organize every bill. Even old ones must start all over 
again, receive committee attention on both House and Senate side, before even getting 
to the floor for a vote. Good bet for 8lst Congress’ first major legislation is bill 
raising pay of highest and top bureaucrats. If bill provides more money for President, 
it must be signed before Inauguration Day, Jan. 20. 


TRUST BUSTING--Big business will get expected rough treatment from Washington in 1949. 
Not only will Justice Department crack down harder and oftener with anti-trust suits, 
but Administration's legislative program will stress a tighter rein on industrial 
giants. Straw-in-wind: Attorney General Clark has said publicly that henceforth business 
men convicted of criminal violations of monopoly laws may expect jail sentences, not 
mere fines. (Continued on page 13) 
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The BUSINESS Pipeline 





by the Editors 


THRIFT Straws in the wind: Saving-spending pattern showed first post-war change as 
aggregate personal savings spurted up in 1948 to reverse a three-year downward 
trend. Spending, however, continued at record levels as total income soared to new 
heights. . . . Advance in personal security is evidenced by the fact that 1948 new life 
insurance will probably reach within 2% of 1947's all-time high. .. . Mutual savings 
bank deposits, exceeding $18 billion as the new year opens, are at the highest point in 
their history. But reports indicate that the boom in deposit growth may be slowing up. 


POWER Upward adjustments last year braked the industry's 65-year down movement of 

rates, with all signs indicating a continuation of this trend in 1949. These 
increases are being forced by the need to compensate for higher costs, chief of which 
were a 70% jump in average hourly wages over 1939, and a more than double hike in the 
average cost of fuel over the same year. Private as well as publicly owned utilities 
share in this development. Meantime, 1948's record in new generating capacity in- 
stalled, and new highs in electricity production, should be equalled this year. But 
with reserve margins narrowing, strong warnings are being voiced of probable power 
Shortages in some areas during the Winter, and some quarters predict that there won't be 
enough capacity until 1951 to take care of demands. 


FINANCE Financial problems will multiply for industry this year. They include the 
increasing difficulty of finding sources of funds to replace worn-out equip- 
ment at today's inflated prices and to provide for expansion, provision of adequate de- 
preciation reserves, accurate planning and control of inventories, probable form and 
effects of future taxation, and uncertainty surrounding future course of interest rates. 
All of these will receive serious attention as executives gather for the next meeting of 
the American Management Association. . .. Peak demand for loans already passed? Maybe, 
say some bankers, even taking into consideration the seasonal factor. In the coming 
year, they'll give "closer attention to the relationship that the nature and total of 


their loan portfolio bear both to their capital funds and'to the nature and total of 
their deposit liabilities." 





COMMUNICATIONS Successful extension of television coverage is being achieved by RCA 
through reducing interference between stations on the same channel. 
The new method, known as television carrier synchronization, enables the "fringe"® audi- 
ence to receive programs, points the way to further application in regions where the 
co-channel interference has become a problem. .. . Potential viewers are being warned 
that it's physically impossible for the industry to produce enough receivers to meet 
current demand, and that this condition will continue through 1949. One bottleneck may 
be beaten, however: key to mass-production of face plates for television picture tubes 


may lie in an entirely new technique developed by Pittsburgh Plate Glass which uses a 
specially tailor-made glass that speeds up output. 


CONSTRUCTION Coming months will witness growth of stiffer competition in building 

materials field as production in most lines continues to spew forth goods 
in volume. Right now, men and materials are more easily obtainable than at any time 
Since before the war, even though some shortages hamper activity in spots. Cement is 
still a bad bottleneck, especially in the Midwest. This is borne out by reports that 
cement firms plan to maintain peak output in preparation for next Spring. 





GAS "The sky's the limit," believe industry executives, referring to the expansion 
potential of gas appliance and equipment manufacturers. Basic factors respon- 
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sible for optimism: the rate of discovery 
of natural gas reserves is far exceeding 
present consumption, and new technological 
developments are reducing the cost of gas 
manufacturing. Despite 1947 and 1948 sales 
records, full demand still couldn't be 
met because of insufficient quantities of 
high-grade enameling sheet steel, and the 
lack of steel pipe, which prevented exten- 
Sion of gas service into new as well as 
established areas. Consensus is that the 
"sellers' " market is over, however, and 
intensified consumer sales effort and 
training of retail salesmen will be neces- 
sary. 
AUTOMOTIVE Hopeful of getting more steel 
in the coming months, the in- 
dustry plans to step up 1949 output, prob- 
ably hastening return of a buyers' market. 
Order backlogs of some companies should 
undergo readjustment as consumers become 
more selective in passenger car purchases. 
Competitive climate will grow warmer as 
automobile makers become more and more 
sales minded. 





Slackening of operations in a 
number of cotton centers is at= 
tributed to the sharp loss in export busi- 
ness. The Cotton-Textile Institute, anal- 
yzing the situation, points out that, 
deprived of overseas outlets, many mills 
have had to intensify sales efforts and 
reduce prices to maintain output and em- 
ployment. As other countries increased 
restrictions on purchases, manufacturers 
were forced to dispose of surpluses at 
prices exerting a bearish effect on the 
entire market. 


COTTON 


PRODUCTION Methods being resorted to by 
manufacturers worried by a 
steadily rising break-even point include 
improved production machinery, closer 
cost controls, higher quality, and stimu- 
lation of employee effort. Inventories 
are being closely watched, supervisory 
training programs utilized to stress the 
need for more efficient production. 





COAL Growing buyers' resistance to lower 


grades: coal is spurring inquiries 
for processing, cleaning, and sorting 
equipment. Hewitt=-Robins, Inc., manfac- 
turer of bulk material handling systems, 
has received more inquiries within the 
past three months than in any full year 
since the war's end. 
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Washington Preview 
(Continued from page 11) 


First anti-monopoly legislation is 
likely to be O'Mahoney-Kefauver bill to 
plug a Clayton Act loophole, give Federal 
Commission power to block acquisition of 
another firm's physical assets if effect 
will be to reduce competition substanti- 
ally. Present law already bans mergers via 
stock purchases, unless FIC says 0.K. 


PRICING POLICIES=--Don't be too sure Con-= 
gress won't legislate to clarify industry's 
pricing problem in wake of confusing court 
decisions on basing points. Most forecasts 
claim bill will be snowed under on charge 
anti-trust laws would be undermined. Trick 
will be to draft language which will rebut 
this propaganda attack and still clarify 
puzzle by drawing a firm line between legal 
price systems and those arrived at by 
collusion. 

Sen. Johnson, Colorado Democrat, and 
new Chairman of both Senate Interstate 
Commerce Committee and its trade policies 
subcommittee, has made a flat promise that 
problem will be met by legislation in 1949. 
Further, a majority of his committee 
agrees, despite Justice Dept. and FIC 
arguments, that industry's alarm is un- 
warranted. 





MARKETING DATA--Commerce Dept. will pub- 
lish few days hence new statistics covering 
first quarter of 1948 on number of busi- 
nesses, employment, and payrolls, with 
breakdowns by counties. Figures come from 
Social Security reports of employers. Com- 
parable data were issued for 1947 and 1946, 
but new figures will cover almost twice 

as many industries. 

Marketing men await new reports 
eagerly as supplement to out-of-date census 
figures. Government printing office will 
handle sale of material. Full set covering 
entire nation will cost $7.50. Reports 
for single states will cost 5-30 cents. 





4th ROUND WAGES--Talk that Truman & Co. may 
not encourage Labor's effort to win a new 
round of wage boosts in '49 is probably 
groundless. President's No. 2 economist, 
New Dealer Leon Keyserling, still repeats 
the:'old line about there being "room" for 
upward wage adjustments without price in- 
creases. Keyserling is vice-chairman of 
President's Council of Economic Advisors. 











Imagination creates better brakes 


TO MAKE CARS SAFE FOR YOU 
a 


Cyclebond Brake Construction—developed by practical imagination at Chrysler Corporation—undergoing special test 


Two “stop cops” every minute! 


Here’s a machine that acts like a 
thousand traffic officers rolled into 
one! It’s stopping that car wheel every 
thirty seconds or so—nearly a thou- 
sand times a day—to test a new and 
improved brake construction we’ve 
developed for our cars. 


This new construction bonds reg- 
ular brake lining to the brake shoes 
without rivets. A new kind of adhesive, 
and a special new machine—both in- 
vented and perfected by Chrysler 


Airtemp Heating, Cooling, Refrigeration 


Chrysler Marine & Industrial Engines 


Corporation chemists and engineers 
—make a bond stronger than rivets! 

These Cyclebonded brake linings will 
last more than one-third longer. Because 
there are no rivet holes, you get 10 
per cent more braking surface. And 
there are no rivet heads to score the 
brake drums, no rivet holes to collect 
destructive grit. 

Applied to our exclusive Safe- 
Guard Hydraulic Brakes, Cyclebonded 
brake linings will bring you additional 


CHRYSLER 


PLYMOUTH 


Dodge Job-Rated Trucks 
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DODGE 


Oilite Powdered Metal Products 


driving safety and peace of mind. 

Our engineers applied Cyclewelding 
during the war, to make gliders and 
other military equipment stronger and 
lighter. Today this revolutionary 
process is being used in airplanes, 
appliances and many other fields. 

Cyclebonding, one application of 
cyclewelding, is another example of 
how we apply practical imagination 
in many ways to make our cars safer 
and of greater value to you. 


CORPORATION 


DE SOTO CHRYSLER 


Mopar Parts & Accessories  Cycleweld 
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by B. C. FORBES 


“With all thy getting, get understanding” ° 


AMERICANS ARE SUPREME GIVERS 


No nation ever has produced so many philanthropists, 
both Gentile and Jewish. 

It is entirely fitting, natural, characteristic that the whole 
American people are today practicing giving on a scale 
never before remotely approached by any people on earth— 
through our Marshall Plan. 

Above every other people on this earth, Americans have 
exemplified the Biblical injunction, “"Tis more blessed to 
give than to receive.” 

Let’s get down to cases. 

Among the very first large-scale philanthropists was the 
canny little Scot, Andrew Carnegie. He is repeatedly quoted 
as having said—although he actually said it with certain 
reservations: “He who dies rich, dies disgraced.” Having 
been deprived of adequate school education, it was perhaps 
natural that he gloried in allocating millions and millions 
of dollars to establish public libraries, and in richly endowing 
a Foundation for the Advancement of Teaching. (Par- 
enthetically, many Carnegie-endowed libraries are direly in 
need of further succor today.) 

The Rockefeller family has given away incomparably 
more money than any other family here or abroad. The 
third generation of Rockefellers, contrary to tradition, are 
enthusiastically exercising philanthropy. (Incidentally, the 
Rockefeller fortune never reached a billion dollars.) The 
original John D. told me that he had found it more difficult 
to give away money advantageously than to make money. 
The present John D. spends the major part of his time 
and thought today in distributing rather than in accumu- 
lating. 

Other Gentile American individuals and families who 
have devoted many millions for worthy purposes include 
the Harknesses, Mrs. Russell Sage, James B. Duke, George 
Eastman, Milton S. Hershey, Andrew W. Mellon, the 
Milbanks, George F. Baker, Charles Hayden and, more 
recently, Alfred P. Sloan, Cleveland H. Dodge, Mr. and 

Mrs. W. A. Wiebolt, Thomas W. Lamont. 

Frankly, the record, in my opinion, reveals that, in propor- 
tion to their numbers, Jews have dedicated more millions 
than Gentiles to laudable causes. 

Knowing them well, I was tremendously impressed by 
the huge-scale philanthropies of Julius Rosenwald, of Sears, 
Roebuck & Co.; Jacob H. Schiff, of Kuhn, Loeb & Co., 
and his relatives and associates, the Warburgs. 

I had also great admiration for the Guggenheim family 
(of seven brothers), especially its head, Daniel Gug- 
genheim. Their good works follow them—in scholarships, in 
public concerts, arts, etc. 

Among other Jewish individuals or families who have 
furnished millions for worthwhile philanthropies, cultural 
purposes, are Adolph Lewisohn and his son Sam; Maurice 
Falk; Edward A. Filene; Joseph Fels; Baron de Hirsch; 
Lucius N. Littauer. 
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, Only the other day, former Governor Herbert H. Lehman 
and his wife presented a building, supplementing the 
unique Henry Street Settlement, as a memorial to their 
son, Peter, who actively engaged in the work of this noble 
institution, and of whom his father, ex-Governor Lehman, 
said, in dedicating the building: “He would, in his kindly 
heart, wish that ‘Pete’s House’ .may be a center where many 
of our young people of all faiths and races and national 
origins can meet in friendship and goodwill.” 

Very often I reflect on the sage saying of Jay Cooke, 
who did more than any other banker to finance the North 
in its war against the Southern States, and who, when 
he became bankrupt reflected: “All I have left is what I 
gave away.” 

Selfishness ultimately begets only unhappiness. Unselfish- 
nes begets happiness. 


* 
Charity can cover more than a multitude of sins. 
* 


MY WORST 1948 MISTAKE 


My worst mistake during 1948—so far as I know—was 
mixing in my mind the late Nicholas F. Brady with someone 
else and writing disparagingly about him. It doesn’t salve 
my conscience to know that “we‘all make mistakes.” I am 
writing this mainly for my own satisfaction, to keep the 
record straight. “Nick” Brady, as a matter of fact, was a 
most benevolent gentleman. Several readers, who knew him 
through and through, have furnished much information 
about him, all revealing that he devoted a great deal of 
time, as well as a substantial part of his great wealth, to 
doing philanthropic deeds, not only for religious purposes 
but to help large numbers of young folks to acquire educa- 
tion and make their way in the world. 

By making this confession I feel I can start the New 
Year cleaner. My writings have covered more than half a 
century. I’ve been particularly fortunate in never having 
had any of the many men of affairs I've contacted and 
written about accuse me of violating a confidence or mis- 
stating facts. (Having learned shorthand at a very early 
age, I have always used it in interviews, so that there never 
was any excuse for my misquoting anyone.) 

Here’s hoping that I will be saved from committing any 
such egregious error during 1949! 


SOME “TO RENT”, “FOR SALE” SIGNS 


In my travels, I note at least a few—an increasing num- 
ber—of real estate “To Rent” and “For Sale” signs here 
and there. But these do not apply to low-cost home 
accommodations. 












The crying need throughout most of the nation, in almost 
all communities, is for lower-cost housing. Far too many 
young couples cannot, under existing economic conditions, 
afford to acquire or even rent homes, a most unhealthy 
condition economically, socially, morally. Subsidies, rarely 
justifiable, are justifiable today in expanding housing: 

I used to have hopes that prefabricated homes would 
go far to solve the situation. But the inimical attitude of 
unions has largely blasted such hopes. Moreover, the wages 
demanded by every craft entering into construction have 
been such that the average young couple has not been, 
is not, able to afford to pay them. 

Since Truman attributes his election potently to the 
aggressive action of labor unions, and since he demands 
abolition of the Taft-Hartley Law, it is remotely unlikely 
that he will recommend to Congress any legislation cal- 
culated to displease unions, calculated to discourage further 
wage-boosting, therefore further ballooning of home con- 
struction costs. 

All unhealthy! 

* 
There's still room at the top. But climbing 
entails intelligent, unremitting effort. 
* 


WELCOMES HAVING TO SELL 


“Till be glad when we have to sell and sell and sell again,” 
declares Karl M. Greiner, general sales manager of Packard. 
He pertinently adds: “The automobile industry grew great 
on a buyers’ market, not on a sellers’ market.” 

Diverse opinions are expressed on how soon auto produc- 
tion will overtake the huge banked-up orders of makers of 
low-priced motors: estimates range from as little as six 
months to as long as two years. 

One perhaps significant fact is that already more than 
one company advertises that buyers can walk into dealers 
and obtain immediate delivery. Their number doubtless 
will increase during coming months. Nevertheless, knowing 
how many unfilled orders Chevrolet, Ford, and Plymouth 
have on hand, it is hardly conceivable that the waiting 
period by all buyers will end during 1949—unless cancella- 
tions galore develop, which is possible now that buyers’ 
resistance to new high prices is spreading impressively. 

‘Tis more healthy when producers have to seek out 
buyers than wher consumers have to seek out sellers. 


* 
Strength of our will doesn’t depend 
on the strength of our bodies. 
* 


WAR? PROBABLY NOT 


I cannot believe that Russia will launch war this year. 
[f the whole truth could be known, it doubtless would 
be revealed that conditions in Russia are bad, very bad, 
that her people have no stomach for further warfare, have 
not the remotest desire to court the drenching of Russia 
by American atomic bombs. Two of the unhappiest in- 
dividuals on earth probably are Stalin and Molotov. They 
are—and unquestionably recognize that they are—sitting on 
a keg of dynamite. They have bluffed and bluffed to the 
extreme limit. 

My prediction is that during 1949 they will pull in their 





STORM WARNING ON DIVIDENDS 


Agitation is going on behind the scenes in Washington 
for a new tax on undistributed earnings. Spearheading it is 
the CIO. 

Forses has warned managements against “withholding” 
a major share of net profits from the rightful benefi- 
ciaries—the shareholders. Pre-war industry normally paid out 
almost 70% of its profits in dividends. Last year, the average 
was about 40%, this year, approximately 35%. 

Regardless of the merits of ploughing much profit into 
expansion because equity capital has been so difficult to 
raise, this has been and is being overdone. In many cases 
the withholding of profits has not been solely for expansion, 
but for reserves, “just in case.” Soundly-run companies build 
a reserve—but they have no right to do it at an excessive 
rate without so much as a “by-your-leave” from those to 
whom a reasonable percentage of profits belongs. Indeed, 
this trend is one important factor contributing to the lack 
of interest in buying securities. 

Undistributed profits threaten to become a target for 
Washington planners. It would be far sounder, far healthier, 
far wiser if top managements would give greater considera- 
tion to their shareholders when allotting profits, than to 
have politicians, prodded by the CIO, do the job. 

—MALcoLMm Forses. 





horns, will seek to avoid pulling Uncle Sam’s beard and 
twisting the British lion’s tail to the point of forcing them 
to unleash the awful dogs of war. 


BALONEY ABOUT “ABNORMAL PROFITS” 


Endless baloney is being mouthed and printed about 
“abnormal corporation profits.” The indisputable fact is that 
the income of investors has risen less than the income of 
any other multiple-million group in America. 

Savers have been consistently. and persistently sacrificed 
ever since the advent of the New Deal. 

Examples: 

The largest group in America is life insurance policy- 
holders—78,000,000, who have purchased over $200,000,- 
000,000 of life insurance. Because of the Administration's 
cheap-money policy, not only has the income of insurance 
companies been severely reduced, but the purchasing power 
of proceeds from life insurance policies, annuities, etc., 
has shrivelled gravely. 

America has more than 60,000,000 saving bank deposi- 
tors. Interest on their savings has long been unpre- 
cedentedly low. 

Many, many millions of individuals and families who own 
multifarious varieties of government bonds, savings cer- 
tificates, etc., derive very modest income yields. Rates of 
interest on corporation bonds have been squeezed lower and 
lower. Indisputably, the wages on individual and family sav- 
ings have been forced down and down simultaneously with 
enormous increases in wages of workers, the government- 
subsidized income of farmers. 

Yet, the whole future of the American Way of Life is 
absolutely dependent upon the offering of sufficient induce- 
ment to frugal folks to invest in it, to furnish equity capital, 
to shoulder risks. Such capital, under the New Deal, has 
not been forthcoming in anything like adequate quantity. 

I, for one, am most uneasy over all this. 
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WATCH OUT FOR . 


-/-ZaeWINTER AILMENTS 


, # 


COLDS should be treated promptly! They often occur when 
body resistance is low, due perhaps to insufficient sleep, lack 
of fresh air, improper nutrition, or exposure to changes in 
weather. The cold may lower resistance still further and, if 
neglected, may lead to influenza, pneumonia or other in- 
fections. 


INFLUENZA, while more serious than a cold, is not usually 
dangerous in itself. It may, however, weaken the system and 
pave the way for other illnesses. Fortunately, there is a new 
vaccine which has been used with considerable success 
against certain types of influenza. The doctor may recom- 
mend this vaccine if an epidemic threatens, if a person suffers 
from frequent colds, or if poor physical condition makes 
influenza a special danger. 


PNEUMON [A is still a serious disease that calls for prompt 
diagnosis and treatment. The sulfa drugs and penicillin are 
highly effective in most cases, but they must be given early 
for best results. Your doctor now has a vaccine which 
provides protection against many of the most common types 
of pneumonia. One type of this disease, virus pneumonia, 
does not respond to the vaccine, sulfa drugs or penicillin. 
Although seldom fatal, it should have immediate medical 
‘ attention. 


The best protection against winter ailments is keeping 
in good physical condition. If you catch a cold, try to get all 
the rest you can, eat lightly, drink plenty of liquids, and 
cover your coughs and sneezes so that you will not infect 
others. 


IF FEVER ACCOMPANIES A COLD, 
CALL A DOCTOR IMMEDIATELY! 


COPYRIGHT 1948— METROPOLITAN LIFE INSURANCE COMPANY 


Metropolitan TO EMPLOYERS: 


Fe Your employees will beriefit 
Life Insurance from understanding these im- 
Company portant facts about winter ail- 
en ments. Metropolitan will gladly 

ty 


va? send you enlarged copies of 
(A MUTUAL COMPANY) this adverti: t itable for 


use on’ your bulletin boards. 





1 Mapison AvENUE, New York 10, N. Y. 


TO VETERANS—IF YOU HAVE NATIONAL SERVICE 
LIFE INSURANCE— KEEP ITt 
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EPORT | 
ON AMERICAN INDUSTRY 


THE INDUSTRIAL surveys, analyses and forecasts on the following pages—the 
fruit of seven months’ painstaking and intensive digging by Forses editors, 
writers and researchers—underscore and interpret the salient business and 
investment aspects of seven of 10 major American industries. 

Automotive, Construction, Petroleum, Railroads, Textiles, Utilities, Aircraft, 
Metals, Chemicals, Radio and Television—you'll find comprehensive and de- 
tailed treatments of them all in this and succeeding issues of Forbes. 

Written by authorities in each field, backed by the expert interpretations 
of top management men, financial analysts and industry specialists in banks, 
brokerage houses, etc., these reports are designed primarily to provide basic 

S guidance for American business men and investors—and will, we believe, 
make an invaluable contribution to the understanding of today’s industrial 
scene and the projection of tomorrow’s trends. 

In brief, Forses First Annual Report on American Industry is intended to 
be a reliable appraisal of the cyrrent status of these key industries and a 
definitive guide to what lies ahead for them. 

If you're interested in questions such as the following, these surveys are 
“must” reading: 

Can the utilities continue to keep revenues above expenses, without rate 
increases? Is the threat of government ownership still a menace? 

Will radio’s lusty offspring, television, strike a death-blow at its still- 
youthful parent? 

Are leading companies in the sprawling chemical industry a sound invest- 
ment today? Do rising cost ratios constitute a serious threat? 

Can the oil industry maintain its peak profit and production levels through 
1949? What are the chances of its keeping a supply-demand balance in the 
years ahead? 

What about construction? Will house-scarcities and high prices continue? 
Will the industry bog down under material and labor shortages? 

What are the chances of a supply-demand balance in 1949’s automotive 

‘ outlook? Are higher or lower prices expected? Can the industry's earnings 
record be held at present levels in the face of continued high costs, shortages, 
and low productivity? 

Does our aircraft industry need another war-inspired shot in the arm to 


keep it from plummeting to new lows? What are next year’s dividend pros- 
pects? 





Are prospective demand and new techniques boosting textiles to a sound in- 
vestment position again? What are the industry’s profit prospects for the months 
ahead? 

Can the low-earning steel industry maintain its key position in the economy? 
Will looming difficulties cloud the overall metals horizon this year? 

In the following pages you'll find answers to questions like these for these 
seven industries: Automotive, Utilities, Petroleum, Railroads, Metals, Chemi- 
cals, Radio-Television. Comprehensive surveys of the Textile, Construction, 
and Aircraft industries will be published in following issues of ForBEs. 
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Double-barreled impact of pent-up demand and peak purchasing power keeps 


earnings up in the face of shortages, high costs, low productivity 








AMERICA’S BIGGEST business—made up 
of half-a-million parts, accessory, and 
vehicle manufacturers, dealerships, ve- 
hicle operating companies, service sta- 
tions and independent garages—looks 
into the future with confidence despite: 

Materials shortages—of which fin- 
ished steel sheet and strip are the most 
onerous; high cost of retooling and 
other manufacturing facilities, which is 
currently running from 2% to 3% times 
pre-war prices; slow post-war gains in 
productivity of semi-skilled and skilled 
labor in face of average hourly earnings 
of 95¢ in 1940, increased to $1.47 in 
1947; beginning of a buyers’ market in 
the heavy truck field. 

Confidence stems from facts like 
these: 

Most top executives estimate that car 
demand will exceed the supply by a 
wide margin for at least 1% to 3 years. 

Measured in terms of the nation’s 
disposable dollar income (income less 
taxes), the wholesale value of new cars 
currently runs only about 1%% of the 
total, indicating substantial purchasing 
power. During depression years new 
passenger car sales were about 14% 
and in good years, when automobiles 
were readily available, were about 3% 
of disposable income. 

Average price of the Chevrolet, Ford, 
and Plymouth is only 103% greater than 


in 1939, whereas per capita disposable 
income is 141% higher—which means 
increased car buying ability. 

About 41 million motor vehicles are 
in operation in the United States today, 
and their average annual mileage is at 
the all-time high of 9,784—ample evi- 
dence that the average motorist and 
commercial vehicle operator has money 
to buy gasoline, service, and repair 
parts on a colossal scale. The nation’s 
parts and accessory bill alone will ap- 
proach $3 billion during 1948. 

During the five-year period from 
1942 to 1946 about one-quarter as 
many cars and trucks were scrapped 
as in the preceding five-year period, 
when 11,429,000 (2,300,000 a year) 
went to the junk pile. Replacement de- 
mand is still very great. 

All this adds up to a favorable sales 
and financial outlook for established 
vehicle, parts, accessory, and tire man- 
ufacturers. 

Should passenger car production in 
1948 reach or exceed 3,750,000 as is 
expected, the industry will have upped 
yearly totals 64% over 1947. Had mate- 
rials been available, the 1948 figure 
might well have topped 1929's all-time 
high of 4,587,400 automobiles. 

The automotive industry is equipped 
to produce at least 6 million cars a 
year—barring strikes, materials short- 


20 


ages, and plant shutdowns for retooling 
new models. Newer plants and assem- 
bly lines are so planned that capacity 
can be increased with relatively small 
investment in new equipment. For ex- 
ample, several of the newest assembly 
plants could be revamped to double 
production with only 18 to 22% in- 
creased cost for conveyors, power tools, 
and other equipment. 

From 1942 to 1946 only 2,470,000 
passenger cars were scrapped, as con- 
trasted with the 9,514,000 during the 
five-year period preceding. Averages are 
495,000 per year against 1,903,000 per 
year for the preceding five-year period, 
a ratio of about one to four. In face of 
this, the average passenger car mileage 
is expected to come close to 10,000 
during the 12 months of 1948 when 
final figures have been compiled. 

As with any mechanism, an automo- 
bile generally requires more mainte- 
nance the older it becomes. The new 
car shortage keeps millions of erstwhile 
“junkers” on the road and in service. 
But in many cases the replacement 
aor bill is high. This has a heavy 

earing on the demand for new cars to 
replace cars of vintages that would nor- 
mally have been scrapped long ago. 

Replacement parts business has 
never been better. During 1945 whole- 
sale value of parts and accessories 
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broke into the billion-dollar bracket, 
was $1% billion in 1946, exceeded 
$214 billion in 1947, and is expected 
to approach nearly $3 billion when 
1948 data have been accumulated. 
Continued gains in dollar volume are 
expected—gains ranging from 15 to 73% 
have been going on from year to year 
since 1944. 

That sure-to-come-eventually buyers’ 
market, if history repeats itself, will: 

First hit newcomers in the automo- 
bile field; then manufacturers with less- 
than-substantial dealer-service repre- 
sentation; and finally, those makes and 
models which appear to have less value 
per dollar than competition. 

It’s anyone’s guess as to which 
makes will stand up best when the 
competitive phase returns. Some motor- 
ists—and their wives—will prefer style 
to comfort, “size of package” to per- 
formance, or reliance on the product of 
a company that they individually be- 
lieve has proved to be the “best” over 
the years. 

Other buyers will be impressed with 
higher compression engines for overall 
economy of operation, automatic trans- 
missions which ease effort in driving, 
or a suspension layout calculated to in- 
crease driving comfort. Besides sheer 
styling, factors like these will have en- 
tered new car selection by the time the 
buyers’ market arrives. Only certainty is 
that some producers will fare better 
than others, depending on the appeal of 
models offered when that time comes. 

When new car selling gets tough, 
manufacturers will become more and 
more willing to assume some of the ex- 
tra cost of those mechanical improve- 
ments, such as automatic transmissions 
and over-drives, which are now sold 
to fascinated customers at a premium. 

In any community a popular dealer 
will do much to change motorists from 
one make to another. Those dealers 
who have been ethical in handling all 
customers fairly during these unusual 
post-war years will] still be in business. 
Major manufacturers have urged their 
dealers to keep out of the black, gray, 
or otherwise tinted markets, as a sound 
business policy. The composite standing 
of a company’s dealerships throughout 
the country is likely to have an impor- 
tant bearing when prospective automo- 
bile buyers begin to window-shop 
again. 

Automobile dealer outlets are listed 
as some 8,000 fewer than in 1941. 
Worries about what to do with used 
cars traded in as part payment on new 
cars have been replaced by unwilling- 
ness to sell a new car unless the cus- 
tomer will turn in a used car. Hopes 

of increased discounts from manufac- 
turers have turned into fears that pres- 
ent discounts may be reduced as manu- 
facturing costs continue upward. 
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On these and other scores, dealer- 
manufacturer and dealer-manufacturer- 
public relationships are in a flux—with 
the law of supply and demand in the 
driver’s seat, as usual. . 

All manufacturers are trying hard to 
allot the limited supply of cars among 
their dealers on some predetermined, 
reasonably fair basis, are urging them 
to sell in rotation of orders as received; 
to refrain from demanding trade-ins; to 
refrain from under-the-counter premi- 
ums; to resist the temptation to over- 
load cars with unwanted accessories; 
to continue to take orders pending later 
delivery; to treat customers with cour- 
tesy regardless of inability to make 
early deliveries, and try to prevent new 
car customers from reselling immediate- 
ly at excessive profits. 


intentions and the vigilance ot either 
the manufacturer, or the dealers, or 
both. . . . Adoption of corrective meas- 
ures by manufacturers and dealers will 
have a tendency to diminish these pres- 
ent-day evils, but they will not eradi- 
cate them.” 

General Motors’ M. E. Coyle voices 
similar sentiments when he says: “If 
we are restricted (by materials short- 
ages) to an annual production of 5 mil- 
lion units, then we will have the black 
market on new cars and a high price 
on used cars for some time to come.” 

As for dealer discounts, it’s a good 
guess that they will go down before 
they go up—if automobile prices keep 
rising, as seems likely. 

“The dealer should realize,” one ex- 
ecutive points out, “that his present 





Benson Ford, Lincoln-Mercury division director and Ford v-p., 
points proudly to sleek new Mercury rolling off Metuchen, N. J., 


line in the firm’s first assembly 


Obviously, with an aggregate of 
some 39,000 car dealers, the manufac- 
turers aren’t succeeding in all cases. But 
they are succeeding in niore instances 
than casual customer “beefing” might 
indicate. It’s easy to say that a mariu- 
facturer should cancel a dealer’s con- 
tract if the outlet doesn’t co-operate by 
doing business fairly and ethically. It 
isn’t easy to do—legally or ethically. 
Questions of contract legalisms are in- 
volved, as are decisions about degrees 
of turpitude. 

Buyers, rather than dealers, are re- 
sponsible for much of the “black mar- 


ket” selling. Ford’s J. R. Davis states 


the case neatly when he says: “So long 
as a new car can be purchased an 
resold at a substantial profit by the 
buyer, these abnormal and so-called ir- 
regular merchandising practices will 
continue, irrespective of all the good 
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plant on the Eastern Seaboard 


new car discount was established on a 
sufficiently high percentage in relation 
to list price to compensate him for the 
used car losses he normally sustained in 
the pre-war markets. Under present 
circumstances he will have no used car 
loss. Furthermore, he is receiving the 
same high new car discount percen- 
tage on a price that is at least 60% 
above pre-war levels.” 

One big manufacturer has already 
disallowed the discount on that por- 
tion of the factory list price comprised 
of his last price increase. 

The automobile business continues 
to be one of the most highly competi- 
tive in the world. As long as this is the 
case, its merchandising practices will 
continue to be influenced greatly by the 
direction and strength of economic 
pulls at any given time. 
What of design trends? 














Most 1949 models are already in the 
public’s hands. Even where body styl- 
ing has been changed radically, me- 
chanical changes are new in relation to 
the particular company’s previous 
model rather than in relation to previ- 
ously used constructions. The process 
of evolution is continuing. The public 
will be asked by no major car company 
to experiment with a variety of labora- 
tory-tried gadgets and innovations. 

The design trends appearing are 
those predicted by Forses months ago. 
The predicted moderate increase in 
compression ratios is taking place—with 
new engine designs tailored to permit 
gradual, continued upping of ratios as 
matching with available fuels makes 
desirable. Several new “automatic” 
transmissions are offered—with still 
more to come. Some sort of “automatic” 
gansmission will be available on the 
middle- and high-priced models of 
practically every car manufacturer be- 
tore the end of 1949. A majority are 
already in production or have been 
publicly announced. 

One or two slight breaks appear in 
the long trend toward increasing weight 
and size, but there is no sign of the 
lighter, cheaper cars which the public 
iked to talk so much about. Forses 
earlier prediction still stands: “When 
demand for existing cars at current 
prices shows signs of lessening, the 
smaller, lighter car will be looming over 
the horizon—probably not before. After 
such a car really begins to ‘loom’, it 
will take 12 to 24 months to get it on 
the market.” 


The torque-converter type of trans- 
mission—of which Buick’s new “Dyna- 
flow” is a leading example—gives more 
and more promise of being the type 
which will ultimately dominate trans- 
mission trends. 

Its inherent possibilities for optimum 
performance have been recognized by 
automobile engineers throughout the 
quarter of a century or more they have 
been working on it. It has been used 
effectively in buses for some time. But 
a multitude of practical difficulties have 
impeded applications of its theory to 
passenger car use. Buick’s success in- 
dicates that these have about been over- 
come. And engineers’ belief that such 
devices eventually can be built for as 
low a cost as the leading competitive 
automatic gear-changing devices points 
to the torque converter as ultimately 
the most popular type of “automatic” 
transmission. 

New gear-changing devices, how- 
ever, will undoubtedly be used suctess- 
fully in the next few years—with cost 
and simplicity of maintenance impor- 
tant influencing factors as always in 
automobile design decisions. 

A buyers’ market has already hit the 
heavy truck field, but total post-war 
truck business has kept up with the 
record production levels achieved by 
the industry in producing military 
trucks during the war. Except for the 
large number of four-wheel drive ve- 
hicles ordered by the Army and our 
allies, modifications of commercial ve- 
hicles for military use were moderate. 
There was, therefore, a minimum of 





This Kaiser-Frazer storage bank, mounting at better than 
a car-a-minute clip, is helping K-F pace the independent field 


delay in post-war reconversions back to 
civilian truck manufacture. 

It is probable that 1948 will have 
seen nearly 1,500,000 trucks built, as 
compared with the 1,220,634 produced 
in 1947, and 930,739 in 1946. A third 
of these will be in the small, or 5,000- 
lb., gross vehicle weight class. 

Wholesale value of trucks and buses 
produced in the United States during 
1948 was near the all-time high of $2% 
billion, or about equal to the wholesale 
value of trucks, buses, and automobiles 
combined in 1939. 

Replacement cf scrapped trucks and 
buses is an important factor in the cur- 
rent sales outlook. Scrappage of trucks 
and buses for the five years from 1937 
to 1941 totaled 1,975,000, or an an- 
nual average of 395,000. During the 
war years, when anything running on 
four wheels was pressed into service, 
the annual average dropped to 65,000, 
or about one-sixth. As trucks become 
more plentiful truck scrappage is ex- 
pected to exceed the all-time high of 
513,000 trucks and buses scrapped in 
1940, because, with high maintenance 
costs, old equipment ceases to be profit- 
able. Parts and accessory manufactur- 
ers will participate in the growing high- 
way transportation business, Its esti- 
mated that there are 7% million vehicles 
working daily on U. S. streets and high- 
ways, a gain of nearly 50% over 1941, 
and an increase of about 10% over 1947 
truck and bus registrations. Some 37% 
of these are 10 years old or older, close 
to 80% at least two years old. 

Every state showed a gain in truck 
registrations last year, as compared with 
1941. Connecticut was at the low end 
with a 3.2% increase, and California, 
led with a 39.3% gain. The 1948 average 
uiileage per truck was about 10,000. In 
interstate operation two shifts a day 
are becoming common, and some trucks 
are worked even harder. Many, of 
course, are driven by farmers and own- 
ers of small businesses. 

The firm position of trucks in this 
nation’s economy is evident from the 
fact that few communities could sur- 
vive without drastic economic upheaval 
were trucking services eliminated. The’ 
record of tonnages hauled by for-hire 
trucks in 1948 will break all previous 
records. 

Farms have more than 2 million 
trucks, or double the 1940 figure. 

Truck manufacturers report .to 
Forses that credit curbs imposed by 
the Government may affect sales of 
heavy trucks. . 

With 18 months to pay, however, 
they do not think this will prove to be a 
hardship among _ truck ay sega 
Nearly 90% of trucks sold today are of 
1%-ton capacity or less, are largely sold 
to farmers and small business men. 

(CONTINUED ON PAGE 42) 
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Though caught in a low rate-high cost squeeze, they rack up steady profits, 


fret only about financing multi-billion-dollar expansion programs 








More POWER: how to get it and how to 
pay for it will remain the chief prob- 
ems bothering the utility industry in 
1949, 

With more customers being added to 
the lines every day, and more power 
used per customer, the industry's re- 
serve capacity has dropped from a com- 
fortable 25% before the war to a slim 
margin of 4% this Winter. 

Using available plant facilities to the 
utmost, power companies now pool 
their resources so that, as the hours of 
xe demand sweep across the country 

om New York to San Francisco, 
power is pushed from one company to 
another to take care of the load. But 
while hard-pressed utility men sweat it 
out waiting for new generating equip- 
ment, appliance manufacturers stage 
successful high-voltage campaigns to 
sell more refrigerators, home freezers, 
air conditioning units, etc. Gas sales, 
too, are at record highs, limited only 
by the industry's ability to supply its 
product. ; 

However, the electrical end of the 
utility business, with its greater mar- 
gin of profit and its 40-odd million cus- 
tomers, compared with only 21 million 
gas users, earns the lion’s share of the 
industry’s income, fosters most of the 
optimism for its continued growth and 


prosperity. 
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The electric companies have seen 
power sales climb steadily through the 
years. In 1929, 75 billion kilowatt 
hours were sold. The figure for 1948 
is estimated at close to 240 billion 
KWH, with a 10% rise in the past 
year alone. Much of the impetus behind 
these zooming power sales has been 
provided by the six million new cus- 
tomers added to the lines since V-J 
Day—an 18% rise over the total ac- 
cumulated in the previous 63 years of 
the industry’s history. Notable growth 
is being experienced by the South and 
West. 

The Colorado Central Power Co., for 
instance, which operates in the subur- 
ban and agricultural areas north of 
Denver, had a 15% gain in customers 
during 1947, has come close to repeating 
in 1948. The California Oregon Power 
Co., primarily a hydro-electric com- 
pany, operating in southern Oregon 
and northern California, offers another 
example, with a 12.3% rise for the 12- 
month period ended July, 1948. 

The utility planners think the de- 
mand will keep right on growing, 
though at a slower rate, after 1951, and 
confidently expect average residential 
consumption to reach 2,000 KWH a 
year—present rate is about 1,550 KWH— 
by the middle ‘50s. Ambitious expan- 
sion plans are now being laid by prac- 
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tically every company in the industry. 

In a speech before the annual con- 
vention of the Edison Electric Institute 
last June, Gwilym A. Price, Westing- 
house president, predicted: “Within the 
next decade the power-generating facil- 
ities of our country will need to grow 
to about 95,000,000 kilowatts. This 
represents an annual increase of over 
four million kilowatts, even without the 
replacement of obsolete equipment.” 

The present 1949-51 goal of the in- 
dustry is a generous 18,500,000 KW 
boost in generating capacity over the 
56,000,000 KW available at the end of 
1948. Of this amount,, 3,500,000 will 
be installed by government power agen- 
cies and municipal plarits. 

With new generating plants in opera. 
tion, the electric utilities hope to retire 
a good part of their obsolete equipment 
and regain what is considered a normal 
14% margin of reserve capacity. With a 
high degree of residential and farm 


.saturation forecast by 1951, it’s ex- 


pected that further growth in demand, 
though constant, will become more 
gradual thereafter. 

Typical of the influences seen boost- 
ing the consumption of electricity are 
refrigeration, television, air condition- 
ing and impraved lighting. 

Loads in the Summer are normally 
much lower than in the Winter, but the 
















growing use of air conditioning is flat- 
tening oat this disparity. Parts ef Texas 
even now have reversed the months of 
peak consumption. Improved standards 
in lighting now call for from four to 
six times the present lighting facilities 
in houses, schools, offices, and factories 
and the day may come when all major 
highways in the country will be ribbons 
of light. 

To meet the demand, power compa- 
nies immediately following the war 
commenced rapid expansion of gen- 
erating capacity. In 1948 _business- 
managed electric companies spent 
about $1,800,000,000 for new construc- 
tion. Current estimates put expendi- 
tures during the three years 1949-51 at 
about $5,000,000,000. This indicates an 
appreciable upward revision over esti- 
mates of a year ago. 

Most of the expansion will be in 
the form of steam-generating equip- 
ment, although the current high cost of 
fuel has made a number of hydro-elec- 
tric projects attractive in spite of steep 
construction costs. One such project is 
that of The California Oregon Power 
Co., which plans to up its hydro capac- 
ity from about 101,000 KW to 196,000 
KW by the end of 1953. The huge con- 
struction program of the Pacific Gas & 
Electric Co. will include $84,650,000 to 
raise hydro capacity by 310,425 KW. 

The following are typical examples 
of what other well-known utility com- 
panies are planning expansionwise: 

Commonwealth Edison Co. of Chi- 
cago, with a generating capacity of 
2,400,000 KW at the end of 1947, 
plans to add more than 600,000 KW 
from 1949 to 1952. Of this total, 150,- 
000 KW is scheduled for this Spring, 
and the company has indicated that the 
1948-51 program will cost $400,000,- 
000, of which $327,000,000 will be for 
electric stations and facilities. Over half 
of the necessary funds will come from 
working capital, leaving about $175,- 
000,000 to be raised through new fi- 
nancing. 

The construction program of the De- 
troit Edison Co. in 1948 was estimated 
to require about $37,000,000, and in 
1949 about $50,000,000. To raise part 
of the estimated $60,000,000 of new 
capital needed, the stockholders last 
August authorized the sale of $47,- 
000,000 in convertible debentures. 

Pacific Gas & Electric plans gross 
capital expenditures of approximately 
$600,000,000 over the next five years, 
including gas as well as electric facili- 
ties. The company expects to increase 
generating capacity about 75% in the 
years 1948-51. From 80 to 85% will be 
financed by new capital. 

Public Service Co. of Colorado has 
an ambitious five-year program under 
way which the company estimates will 





cost about $63,000,000. Last October 
it sold $10,000,000 in first mortgage 
bonds and 66,000 shares of convertib 
preferred stock to finance its construc- 
tion program into 1950. 

Southern California Edison is now 
spending about $60,000,000 a year on 
new construction, adding some 20% a 
year to its plant accounts. The com- 
pany expects to finance about two- 
thirds of its construction with new capi- 
tal. 

Subsidiaries of Central & Southwest 
Corp., for their $104,000,000 pro- 
gram, expect to raise $33,500,000 in 
new money before 1952. Consoli- 
dated Edison Co. of New York has a 
$280,000,000 program scheduled for 
completion by the end of 1951. It will 
raise $110,000,000 through new finan- 
cing. The Philadelphia Electric Co. 
system plans to raise generating capa- 
city by 162,000 KW in 1949 and 
433,000 by 1953. Its present construc- 
tion program is estimated to cost about 
$322,000,000 during 1947-53. 

It is estimated that the $5,000,000,- 
000 necessary for the industry's ex- 
pansion through 1951 will be raised 
approximately in the following propor- 
tions, assuming that the industry, in its 
new financing, will maintain roughly its 
present debt ratio: 

From company funds: 39%, or $1,- 
950,000,000; bonds and debentures: 
36%, or $1,800,000,000; preferred and 
common stock: 25%, or $1,250,000,000. 

The program will increase by more 
than one-third the value of the 314 
business-managed Class A and B elec- 
tric companies. At the end of 1947 
this value was estimated at $16,400,- 
000,000, with $12,925,000,000 of se- 
curities outstanding, made up of $6,- 
733,000,000 in bonds, $2,164,000,000 
in preferred stock, and $4,028,000,000 
of common stock. 

The capital structure for the industry 
as a whole was 52% bonds, 17% pre- 
ferred stock, and 31% common. This is 
quite closely in line with the SEC 
policy of holding public utility debt 
ratios to a maximum of 50% bonds and 
a minimum of 25% common stock. 

The present debt ratio, considered 
quite conservative by industry and 
financial men alike, makes utility bonds 
very salable. 

Life insurance companies and other 
institutional investors readily take all 
that are offered. From the company 
point of view, bonds are much the most 
economical method of raising money 
because, first, the interest paid is not 
considered income in Treasury Depart- 
ment eyes, and second, interest rates 
are considerably lower than current 
dividend yields. But in order to main- 
tain a sound debt ratio most utility 
companies must raise a considerable 
portion of their new money through 
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the sale of common or preferred stock. 

Preferred issues have es Bn 
especially cool reception in ’ 
though a cooler, relatively, than for 
industry as a whole. Investors seem in- 
clined to seek either the greater safety 
of bonds or the greater yields offered 
by common stocks. 

The big problem facing the indus- 
try today, therefore, is how to sell its 
equities. ; 

Most of this new capital will have to 
be raised through private individuals 
and investment companies which are 
attracted by the relative stability of earn- 
ings and generous yield of between 6 
and 8%. Institutional investors, such as 
universities, hospitals, and religious or- 
ganizations, are only beginning to add 
common stocks to their portfolios. How- 
ever, faced with the need for fattening 
their incomes without jeopardizing 
their holdings, they may provide a 
greatly expanded market in coming 
years. In most states life insurance 
companies are not allowed to invest in 
common stocks. 

To bolster the trading activity of 
their stocks, utility companies are mak- 
ing.efforts to see that both stockhold- 
ers and security analysts are kept well- 
informed about company matters. It is 
generally easier to sell new securi- 
ties when a company’s stock is 
traded actively. 

Although generous yield and active 
trading are important in setting the 
stage Por successful financing, the over- 
all state of the securities market deter- 
mines the actual price any particular 
company must pay for new money. 
Sdéme pessimism has arisen about the 
prospects for successful new utility fi- 


nancing on the grounds that rates might | 


not be able to keep up with rising 
costs, that the market might be flooded 
with stocks coming from holding com- 
pany break-ups, and that the expansion 
program might call for issuing more 
securities than the financial markets 
could absorb. 

The feeling among financial men 
now, however, is that the various regu- 
latory commissions are becoming more 
and more favorable toward granting 
necessary rate increases, that although 
holding company break-ups will con- 
tinue, the proceeding will be accom- 
plished in an orderly manner not cal- 
culated to disturb the market, and 
finally, that if utility companies are 
willing to pay the going price for funds, 
they will be able to raise what they 
need. 

In raising new capital, the practice 
of adding special attractions is becom- 
ing quite common. 

Sinking funds help the sale of pre- 
ferred stock, but more often, instead of 
marketing its preferred stock directly, 
a company will sell debentures with 
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provisions for future conversion into 
preferred. 

To make common stock more at- 
tractive, various features such as stock 
rights and over-subscription privileges 
are often incorporated. The following 
memorandum from W. F. Stanley, vice- 
president and secretary of Southwest- 
ern Public Service Co., outlines one of 
the more interesting cases where these 
features were used for successful fi- 
nancing: 

“In February, 1947, Southwestern 
Public Service Co. made an offering to 
its stockholders of additional common 
stock in the ratio of one share to each 
10 held, at a discount of about 10% 
below the market. . . . This offering 
was quite successful. In February, 
1948, the company again made an of- 
fering to its stockholders of additional 
common, this time on a one for ll 
basis, again employing the excess sub- 
scription technique. In this case total 
subscriptions were 131%. 

“In connection with both these offer- 
ings Southwestern employed an addi- 
tional technique, which to the best of 
our knowledge was also novel in util- 
ity financing, of allowing investment 
dealers as mall commission for solicit- 
ing subscriptions for additional stock 
from stockholders. This commission ar- 
rangement was effective in both the 
’47 and ’48 offerings.” 

More and more companies are using 
devices comparable to the above to 
market their securities successfully. 
And the record shows they are being 
successful. 

Most observers are confident that, 
given a continuation of reasonably good 
market conditions, the new capital 
needed can be raised. 

Since much of the attraction for util- 
ity stocks lies in their relatively gen- 
erous yield, utility companies will have 
to maintain or increase their earnings 
in the face of an estimated 5 to 10% 
rise in costs during 1949. They can do 
this by ‘increasing the economy and 
efficiency of their plants and/or by ob- 
taining higher rates. 

Taxes, labor and fuel costs are the 
big items in utility company expenses. 
The outlook for labor costs is for a 
less steep rate of increase in ’49 than in 
1948. Fewer new employees will be 
taken on, and wage advances will gen- 
erally be smaller. 

The price of coal is the big un- 
known. With continued rise in living 
costs, coal prices will probably take an- 
other jump. And with continued high 
level of business activity, electric utility 
companies will. have to continue in 
service their obsolete and uneconomical 
equipment. 

A mild business recession in 1949, 
should it occur, could be largely coun- 
teracted by retirement of some old, 
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Grand Coulee: Where tourists marvel at white-foamed beauty, 
utility men see instead black clouds of government ownership 


high-cost generating plants; and, since 
the industrial business lost would be 
that carrying the lowest rates, the util- 
ities might show no general decrease in 
net earnings. The electric companies 
now showing the lowest operating costs 


‘are those using natural gas and hydro 


power, although there seems to be some 
growing public resentment against the 
use of natural gas as boiler fuel. 

The manufactured gas industry is es- 
pecially feeling the pinch of high costs 
against low rates. 

The cost of its principal materials— 
heavy oil, bituminous coal, and coke— 
have soared with the post-war boom, 
and earnings have withered in spite of 
growing demand. The industry hopes to 
spend over $500,000,000 for expansion 
and modernization within the next five 
years—but expects difficulty in raising 
the necessary funds. 

Manufactured gas securities have not 
been very highly regarded in financial 
circles because of the declining yields 
and the feeling that it is no longer a 
“growth” situation. Gas companies com- 
pete with the electric companies for 
the investor's dollar just as much as for 
the consumer’s dollar, and find it diffi- 
cult to convince the investor that their 
securities are as good a buy. However, 
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most gas sales are handled by “joint” 
companies, where earnings are kept up 
by the more profitable electric side of 
the business. 

The gas industry sees two possible 
solutions to its dilemma. 

The first and most obvious is to se- 
cure higher rates. : 

In the long run, however, the most 
effective relief will be found in cutting 
operating costs through the increased 
use of natural gas for mixing with and 
supplementing the manufactured gas 
facilities. 

Utility companies which have ac- 
cess to the natural gas fields enjoy a 
bright future. With low operating costs 
and unlimited reserves, they are at pres- 
ent being held back only by the short- 
age of steel for expanding pipe-line net- 
works. During the years 1948-52, the 
natural gas companies will require 
about $2,650,000,000 for their con- 
struction program. When the manu- 
factured gas companies are able to con- 
nect with the natural gas transmission 
lines and obtain adequaté amounts, 
most of their troubles will be solved. 

During 1949 there will be a con- 
tinuous stream of requests from utility 
companies for rate increases, if present 

(CONTINUED ON PAGE 70) 
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Despite steel pinch and high cost of corporate living, oil has spurted to 
new profit and production peaks, views °49 with tempered optimism 








SWEPT ALONG ON a voracious demand 
to an unprecedented level of operations, 
the petroleum industry's fabulous post- 
war course is charted by such markers 
as record-shattering production figures, 
awesome consumption statistics and al- 
most embarrassing earnings reports. 

This surge is persistently stimulated 
by the demands of the myriadfold 
ranks of heaters, autos, buses, trucks, 
tractors, Diesel locomotives and count- 
less other petroleum-consuming mem- 
bers of our machine civilization, whose 
thirst appears to be insatiable. 

Industry is demanding more heavy 
fuel oils and lubricants. Requirements 
of the armed forces run to astronomical 
peacetime levels. American motorists 
have taken to the road with a gasoline- 
consuming vengeance; while the farm- 
er, busily mechanizing his land, has 
become an eager devourer of oil prod- 
ucts. And, last but not least, there’s the 
home owner, whose clamor for heating 
oils started the great national debate 
about oil, stimulated Congressional in- 
quiries, and startled not a few oil men 
out of their pre-war complacency. 

Not having anticipated the broad 
scope of post-war needs, and confident 
that its pre-war excess capacity would 
take care of any “normal” increase in 
civilian requirements, the industry was 
engulfed by a tidal wave of demand. 


The ever-insistent, hard-to-meet claims 
of oil consumers gave birth to a “short- 


age” psychology, which oil men have 


. diligently been striving to overcome. 


Moreover, tight supplies eventually cre- 
ated the feeling that something was 
inherently wrong, evoked growing cri- 
ticism from all sides. 

Meantime, as a multiplying number 
of legislative committees pondered and 
investigated the oil set-up, oil execu- 
tives put in some extra hard licks. Tak- 
ing into consideration the serious mal- 
adjustments left in the war’s wake, the 
oil industry's record these last three 
years is an impressive demonstration of 
its dynamic strength and _ inherent 
soundness. 

It is also a tribute to the men who 
are responsible for producing and dis- 
tributing oil. Of even greater signifi- 
cance is the fact that through their 
gargantuan efforts to cope with the sit- 
uation, oil men have reached a new 
pinnacle from which they can vision a 
vast, enticing vista of technological 
growth and earning power. 

The triple problem facing oil men 
resolves itself into time, money, mate- 
rials. 

Currently engaged in a huge multi- 
billion-dollar expansion program, they 
simultaneously have to take care of un- 
precedented demands. There’s no basic 
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shortage of oil—domestic proved re 
serves are the highest in history. The 
story, world-wide, is the same. 

The rub is that it’s still in the ground. 
While considered adequate, it isn’t any 
good to anyone until it’s taken out, re- 
fined, and distributed. 

In common with many others, the 
industry’s chief obstacle to expansion 
lies in the lack of steel. Another restric- 
tion upon the oil men’s drive towards 
a supply-demand balance is the fact 
that oil’s “cost of living” has virtually 
doubled. Soaring construction costs, 
spiralling expenses of development, ex- 
ploration, drilling, etc., are posing ® 
serious financial problem. ’ 

Some refining equipment, for in 
stance, built in pre-war days at $400 
per barrel of capacity, now costs 
$1,000. Cost of building pipe-lines used 
to be $12,000 per mile; now it has 
climbed to $30,000. 

However, the industry is gradually 
winning its way through to its goal of 
sufficient oil for everyone. An improved 
supply-demand condition prevails in 
most products. And, barring any un-~ 
foreseen contingencies, this favorable 
trend should grow more pronounced in 
the months to come. The industry's 
huge post-war 5 peed a is be- 
ginning to pay off productionwise as 
oil flows at an unprecedented rate. 
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important but unanswerable ques- 
tions regarding the outlook for a con- 
tinued increase in domestic crude pro- 
duction are: 

1. How productive are untested 
areas, approximately one-half of the 
U. S. area of oil promise? 

2. Can the high rate of domestic re- 
covery needed to meet annual demands 
be maintained in the future? 

Nineteen forty-eight marked a mile- 
stone in this country’s oil career, as im- 
ports overtook exports. 

This inward flow is expected to grow. 
it comes when European Aid require- 
ments are under consideration. Oil and 
oil equipment and transportation repre- 
sent about 15-20% of this program. Pe- 
troleum needs in Europe are expected 
to be met by some exports from this 
country, the balance from sources 
owned outside the United States by 
American concerns. Most of it will 
come from the Caribbean and the Mid- 
dle East regions, with the latter gradu- 
ally assuming more importance. Such 
operations as Arabian American Oil Co. 
are currently attracting a great deal of 
attention. 

Perhaps of equal importance is the 
entrance, for the first time, of a group 
of independents into a field heretofore 
dominated by the majors. Formation of 
the American Independent Oil Co., 
controlled by a number of smaller units 
—Phillips Petroleum is the only major 
in the group—may portend a change 
in the traditional attitude toward for- 
eign oil held by the independents. 

Fearful of the impact that a “flood” 
of foreign oil may have upon their own 
domestic operations, these producers 
usually oppose any measures that may 
aid foreign development. But this latest 
move may mark a step toward a more 
amicable view of proposals seeking ex- 
pansion of foreign fields. 

Moreover, as fuel oil prices edged 
upward many independent distributors 
began to veer toward the view that oil 
imports would be most beneficial to 
their operations, since foreign oil sup- 
~ would help to prevent any ten- 

ency to price heating oils out of the 
market. 

Estimates look for an increased world 
supply by 1951, and, if the Middle East 

il program develops as scheduled, 
pressure upon this country and the 
Western Hemisphere will be materially 
eased. 

If this time-table should be upset, 
however, there will be added pressure 
upon us as the world competes for 
available oil. 

Clouding this complex picture is the 
question of the armed forces’ require- 
ments for petroleum products. 

While the industry strains to expand 
production and refining facilities, and 
bottlenecks in transportation and dis- 
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tribution are opened up, this great im- 
ponderable hangs over oil men’s heads. 
Arising out of an unsettled world state, 
the uncertain extent and scope of mili- 
tary needs color civilian calculations. 
This subject has added fuel to the con- 
troversy over the best ways and means 
to implement American national oil 
policy. 

A bewildering array of proposals and 
panaceas are being set forth, both with- 
in government and industry. 

Stockpiling, lowering of tariffs, con- 
struction of excess refining capacity, a 
more intensive search for oil, some sort 
of government subsidy, and building of 
a synthetic fuel industry are some solu- 
tions offered. 

Through all of these proposals runs 
a skein of politics—domestic, interna- 
tional, intra-industry. The problem re- 
solves itself basically into the question 


of what sort of national policy can be 
adopted that will include proper sup- 
plies for both normal civilian and mili- 
tary needs, as well as preparation for 
any emergency that may arise. 

This subject will attract much delib- 
eration as well as demagoguery in the 
next session of Congress. In the preserit 
state of affairs, a wartime emergency 
would see a quick reimposition of con- 
trols, to the severe disadvantage of civ- 
ilian consumers. 

Paramount consideration in oil eco- 


nomics is price, which is currently com- 


plicating oil’s problems by spurring de- 
mand for its products. The price of oil 
has been and still is low compared to 
other commodities—a disadvantage in- 
asmuch as it induces people to turn to 
oil for heating purposes, for example, 
at a time when demand for all petro- 
leum products increases. Since prices 


Investing heavily in long-distance pipe-line systems, oil companies 
built 6,500 miles in ’48, expect to complete a total of 23,000 miles 
by 1951 to boost oil flow to an ever-increasing number of consumers 
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were decontrolled in 1946 there have 
been a number of price boosts for crude 
and refined products. These increases 
have been paralleled by a very substan- 
tial rise in company net earnings, which 
reached record proportions in 1948, 
when their cumulative effects made 
themselves fully felt. 

But, equally important, these price 
rises stimulated exploration and drill- 
ing, contributed materially to the over- 
all increase in crude production. They 
also exerted some restraint upon de- 
mand, but not to the extent that many 
observers would have desired. 

Meantime, as demand continues un- 
slackened, greater emphasis is being 
placed upon the finding and develop- 
ing of new sources. 

These can come from (a) new do- 
mestic fields and extension of existing 
fields; (b) greatly increased volume of 
imports; (c) the development of a 
synthetic fuel industry utilizing natural 
gas, coal or oil shale. 

Whether or not extensive new dom- 
estic oil sources will be found is un- 
known, but preliminary results, espe- 
cially in off-shore activities, seem prom- 
ising. , 

Tapping of the Gulf continental shelf 
has been going on for years, but it is 
only recently that the price of crude 
oil made large-scale operations econom- 
ically attractive. Even so, the great cost 
involved in such operations has re- 
stricted activity mostly to top-flight 
concerns. These include such giants as 
New Jersey Standard’s affiliate, Humble 
Oil and Refining, Socony-Vacuum’s 
Magnolia Petroleum, Barnsdall, Phil- 
lips, Shell and a score of others. This 
potentially vast new oil field contains 
the promise of adding immeasurably to 
our reserves, and may well insure the 
difference between a continuing nip- 
and-tuck supply-demand situation in 
the future and a more comfortable op- 
erating margin. 

On the West Coast, too, off-shore 
California areas show evidence of 
eventually proving to be a fruitful 
source, once settlement of ownership 
controversy between the Federal Gov- 
ernment and the State is achieved. 

Another source that could be called 
upon in the not-too-distant future is 
synthetic fuel. 

Now considered technically possible, 
though not economically feasible, syn- 
thetic fuels are the subject of much in- 
tensive research. Oil from natural gas, 
shale or coal would insure us a great 
oil reserve. Under normal circum- 
stances, development of such fuels 
would progress over the next decade 
or so, their increasing use depending 
upon the trend in costs of producing 
and refining petroleum. Today, how- 
ever, there’s still too much oil in the 


Tapping the Gulf continental shelf by off-shore wells is on 
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the increase, will jack up petroleum reserves considerably 


ground for synthetics to come into any 
large-scale use except in extreme emer- 


° gency. 


Any or all of these supplementary 
methods may be resorted to as petro- 
leum supplies decline to the point 
where the higher-cost synthetic prod- 
ucts become commercially competitive 
with natural petroleum. 

Officially, the Government adopts 
the view that the United States must 
turn to synthetic sources eventually to 
supplement its petroleum reserves. It 
feels that the disappearance of the re- 
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serve capacity to produce natural crude 
oil in this country is the most important 
difference between: our pre-war and 
post-war economic and security situa- 
tion. 

Convirced that we'll continue to be 
squeezed between increasing demand 
and decreasing productive capacity, the 
Government is endeavoring, under the 
Synthetic Liquid Fuels Act, to develop 
a synthetic fuels industry. 

The Bureau of Mines is operating an 
oil-shale demonstration plant at Rifle, 

(CONTINUED ON PAGE 56) . 
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Battling hard to jack up cellar-level earnings, the roads clamor for a “‘fair 


return,” buck heavy competition, Federal restrictions, soaring costs 








SURPRISE A RAILROAD executive in the 
midst of his reveries and you'll hear 
him muttering “Six percent, Six per- 
cent.” Individual roads may have their 
slogans, but “Six percent” is the battle 
cry of the railroad industry. 

It stands for what the railroads con- 
sider to be a fair return on net property 
investment, and they are doing every- 
thing in their power to raise their earn- 
ings up to that level. 

In 1947 they earned 3.41% and in 
1948 an estimated 4.2%, a step in the 
right direction but still far short of the 
sought-for goal—and also well below 
the earnings of industry in general. 

To improve earnings the roads must 
figure out a way to accelerate income 
faster than outside influences boost 
costs. In the matter of rate increases 
they’re away behind in the race. Only 
the great rise in traffic volume since 
1940 has kept them solvent. 

As of August, 1948, the average of 
wages and prices was 77% over 1940, 
while freight and express rates were up 
only 44% and 60% respectively. Passen- 
ger and mail rates rose even less—25% 
each. The higher freight rates received 
last August should add some $67,400,- 
000 annually to income, but October 
wage increases have much more than 


offset this amount already. 
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The roads are currently seeking a 
further 13% rate raise, and aim at ad- 
ditional rate petitions in 1949, ever 
hopeful of some day reaching the six 
percent objective. 

Most likely they will get at least 
some of the rate boosts they ask, since 
the Interstate Commerce Commission 
shows some signs of feeling that their 
claims are justified. 

But there is some question as to how 
high rates can go before reaching the 
point of diminishing returns. Trucks, 
buses, airlines and barge lines all are 
competing for rail business, with trucks 
the biggest threat. 

A report by the Commerce Depart- 
ment in September stated that trucks 
are capturing an ever-growing slice of 
the country’s freight business. Evidence 
of this is the much sharper increase of 
truck traffic than the railroad shipment 
tonnage of less than carload lots. De- 
partment figures show that the truck 
“has now virtually replaced all other 
means of transportation for local short 
haul commodity movements. Likewise, 
the truck has acquired and is acquiring 
an increasing portion of the longer haul 
traffic which moves between cities.” 

The railroads face the prospect of 
losing the major part of their short haul 
less-than-carload freight. However, they 
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feel they will always dominate the long 
haul end of’ the business, especially as 
unionization of truck drivers has 
brought sharp wage boosts and increas- 
ingly stiff ICC regulation has made 
operation more expensive. 

The rails will always be squeezed by 
truck competition as long as the trucks 
are able to use the public highways 
while the railroads must build, main- 
tain, and pay taxes on their own rail 
systems. 

Buses face the same higher operating 
costs as do trucking companies, but 
with fares about 25% under those of 
the railroads they'll haul a bigger per- 
centage of the passenger traffic if the 
country goes through a business de- 
cline. 

The private automobile is taking the 
biggest bite out of what would other-.- 
wise be rail passenger traffic. Auto traf- 
fic during 1948 was up about 7% over 
1947, while rail passenger traffic has 
dropped about 12%. 

The airlines, although a serious com- 
petitor for an important part of rail pas- 
senger business, have up to the present - 
made only minor inroads into the rail- 
roads’ freight preserves. 

Air freight shipments in some com- 
modities have risen substantially in re- 
cent years, but only in cases where 
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— is paramount or where the cost 
transportation is a oo. part 


of the cost of the goods shipped. This 
is a very small percentage of railroad 
business and up to now its loss has 
been relatively little. 

Among other competitors, the barge 
and shipping lines, existing only by 
_— of government subsidies, do not 

ten to attract more than their pres- 
ent share of the country’s freight busi- 
aess. 
Oil pipe-lines, however, are a serious 
competitor and are being restrained 
from expansion only by the shortage of 
steel pipe. 

As a result of competition from other 
forms of transportation, railroads in 
1948 hauled only about 64% of U. S. 
commercial freight traffic, and 55% of 
commercial intercity passenger traffic. 

When travel by private automobile 
is taken into account, the railroads’ 
share of passenger traffic is cut to some- 
where around 8%. The current trend 
shows freight traffic holding steady, but 
ae traffic down about 10% in 
1948, lost mostly to the private auto- 
mobile. 

The roads emerged from the war in 
« much stronger competitive position 
than when they entered it; but today 

are just barely holding their own 
and cannot rely solely on rate boosts 
to attain the hoped-for “Six percent.” 

Some means must be found to put 
the brake on rail operating costs and 
also to enlarge their share of the na- 
tion’s transportation dollar. 

The biggest item in railroad expense, 
labor, is almost completely beyond their 
control—labor consumes 52 cents of 
every dollar of railroad revenue, more 
than any other industry except coal 
mining. 

However, some savings along this 
line were accomplished in 1948 when 
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Congress modified the rate of tax, 
which the railroads pay without con- 
tribution from the employees, for the 
support of unemployment insurance 
benefits. Because the previous law had 
required a flat 3% payment, regardless 
of the needs of the unemployment 
fund, there was built up a surplus re- 
serve of close to $1,000,000,000. The 
modification calls for a graduated tax 
rate, starting at one half of one per- 
cent so long as there is more than 
$450,000,000 in the fund and going up 
as the reserve fund may fall below this 
amount. 

At the same time, however, Congress 
passed another law which raised by 
20% the pensions paid to railroad em- 
ployees upon retirement. The average 
monthly pension of retired railroad em- 
ployees is now about three times that 
of other retired employees under the 
Social Security Act, and the costs 
are correspondingly steep—11%% split 
evenly by employee and employer on 
all wages up to $3,600 a year. 

Hourly wages have gone up faster 
than the cost of living, so that now 
real wages are 10% higher than in 1939. 

The main railroad effort toward low- 
ering operating expenses, however, is 
in new plant and equipment. 

The industry spent about $1,250- 
000,000 in 1948 for “additions and bet- 
terments to railway property,” a larger 
sum than in any year on record. 

Heavier rails, stronger ballasting, 
improved signalling systems and other 
improvements to roadway and struc- 
tures have accounted for about % of 
this sum, the remainder going for new 
and improved rolling stock. In many 
cases, although the railroads are not 
planning extensive increases over the 
1939 figure in the number of cars and 
locomotives in service, there will gen- 
erally be more capacity or greater 








This table shows what 12 representative railroads are doing to build a better 
plant. About three-quarters of the expenditures for Additions and Betterments are 
going to pay for new rolling stock. A & B expenditures by all Class I railroads 
during 1948 were approximately $1,250,000,000. Mileage and operating revenue 
¢atistics are included to give perspective. 


Est. outlay for Additions 


Total oper- 
ating revenue, 








and Betterments Mileage 9 mos. ending 

1948 1949 Operated Sept. 30, 1948 

Baltimore & Ohio ..... $28,000,000 Same 6,192 $299,260,045 
Burlington Lines ...... 25,000,000 Same 8,867 178,072,704 
Chesapeake & Ohio ... 90,000,000 $62,000,000 5,062 249,636,918 
0 15,789,000 Increased 2,341 130,425,118 
Illinois Central ........ 25,000,000 29,000,000 6,581 197,077,403 
Milwaukee Road ...... 39,634,000 27,000,000 10,685 188,080,534 
New York Central ..... 75,000,000 Slighty More 10,745 572,181,799 
Northern Pacific ....... 19,171,000 Same 6,909 113,623,009 
Pennsylvania ......... 120,000,000 $122,000,000 10,100 741,008,475 
EE ack ten ees’ 12,000,000 7,000,000 4,152 99,854,481 
Southern Pacific ....... 60,000,000 Slightly More 12,547 436,961,211 
Southern Railway ..... ARS | 7,705 182,968,579 
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horsepower in the new units replacing 
worn-out equipment. 

A tremendous amount of research 
and experimentation is being carried on 
in locomotive improvement. 

The old iron horse is on the wa 
out, although with some 37,000 sti 
in service it will be a good many years 
before their lonesome whistle is  si- 
lenced forever. 

The Diesel-electric is in ascendancy 
today, and no other innovation has 
done more to help the roads to reach 
stable financial ground. 

A study published in September by 
the Electro-Motive Division of Genera] 
Motors on “Fuel Oil for Diesel Loco- 
motives” states: “In switching service. 
Diesel locomotives during 1947 per- 
formed over 32% of the switching work 
done at savings up to 40% per annum 
on first cost. In mainline freight service 
since 1940, Diesel locomotives have 
taken over the heaviest and fastest 
freight movements with savings of up 
to 25% per annum on first cost. In 1947 
. . . had the work performed by steam 
locomotives been handled by Diesel lo- 
comotives at the same cost recorded b 
Diesels then in operation, the fuel bi 
would have been more than cut in half, 
with savings of $340,000,000. 

“During 1947 the railroads spent 
$527,000,000 on the repair of steam 
locomotives. Based on the maintenance 
and repair costs of Diesels then in ser- 
vice, 40% of this amount, or $210,000,- 
000, could be transferred from operat- 
ing expense to earnings by complete 
Dieselization. The combined savings in 
fuel and repair costs for the year 1947 
would have totaled $550,000,000. Such 
a contribution to earnings is sufficient 
to increase the average return on total 
railroad equipment from 3% to 5%.” 

By some this is taken as too rosy a 
view, considering that most of the 
5,800 Diesels now in service are new 
and would naturally call for fewer re- 
pairs than the granddaddy steam loco 
motives they are replacing. Also, the 
life-expectancy of a hard-working Die. 
sel is not much over 10 or 15 years. 

Nevertheless, Diesels pay for them- 
selves several times over in fuel savings 
alone, and most railroads are buying 
them as fast as they can get deliveries. 

As of November 1, 1948, the rail- 
roads had on order 1,630 locomotives, 
including 86 steam and 1,544 Diesel. 
The American Locomotive Co., work- 
ing in close co-operation with General 
Electric, has switched entirely to Diesel- 
electric production, now has about 40% 
of the Diesel-electric business. 

In forecasting the future consump- 
tion of Diesel oil by the railroads, A. J. 
McIntosh, economist for Socony-Vac- - 
uum Oil Co., estimated that the rise 
would be 38% in 1948 over 1947, with 
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turther yaius of 36% in 1949, 27% in 
1950, and 21% in 1951. Thus the rise 
in Diesel fuel needs will be from 28,- 
200,000 barrels in 1948 to 58,800,000 
barrels in 1951. Some roads are by now 
completely Dieselized. Others are push- 
mg the program vigorously. 

The far-flung Pennsylvania Railroad 
System, going all out for Dieselization, 
has 137 new Diesel-electric passenger 
and freight locomotives and 429 Diesel- 
electric switchers on order as part of its 
mammoth new equipment program. 
These locomotives will cost over $110,- 
100,000, more than half of the total 
sum ($216,700,366) which the road 
expects to lay out for new rolling stock. 

Another energetic Dieselization pro- 
gram is being carried forward by the 
Southern Railroad, which is now one 
of the country’s largest users of this 
power. As of October 1, 1948, the road 
had on order 186 units, which, when 
delivered, would give the system a to- 
tal of 521 Diesel locomotives. Cost: 
about $67,000,000. A third big pro- 
gram is being pushed by the Southern 
Pacific, which is awaiting delivery of 
85 switchers and 75 road units. 

To counteract this tremendous swing 
toward Diesel-electric motive power, 
the coal industry, and the railroads 
which because of their location prefer 
to use coal for fue!, are working dili- 
gently to develop more efficient types 
of coal-burning locomotives. For these 
roads, bituminous coal, in abundant 
supply, is the least expensive fuel in 
terms of heating energy per dollar cost. 
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Streamlined new equipment like GM’s multi-level Astra Dome car turns many traditionally un- 
profitable runs into money-makers, is helping to brake the post-war decline in passenger volume 


Efforts toward making more efficient 
use of this fuel take the form of using 
better, more carefully-screened grades 
of coal in existing equipment and in 
replacing the old-time reciprocating 
steamers with various types of turbine 
locomotives. 

The steam turbine, a much more ef- 
ficient power user than the reciprocat- 
ing engine, is now in service in a Penn- 
sylvania Railroad locomotive which 
uses a direct, gear drive for transmit- 
ting steam power to the wheels. Penn- 
sylvania co-operated with Westing- 
house and Baldwin Locomotive Works 
in the development of this locomotive. 

The jut-nosed C. & O. “500” unit 
is another adaptation of the coal 
steam turbine principle also worked out 
with Westinghouse and Baldwin. This 
locomotive is similar to a Diesel-elec- 
tric in that the power generated by the 
steam turbine is transmitted to the 
wheels through electric motors. 

Both of these locomotives are giving 
excellent service over a wide range of 
loads, terrains and speeds, but in econ- 
omy have not yet matched the Diesel- 
electric. 

The real hope for the future of the 
coal-burning locomotive is in the gas 
turbine. 

As part of a $2,800,000 research pro- 
gram of Locomotive Development 
Committee of Bituminous Coal Re- 
search, Inc., Allis-Chalmers is at work 
on the gas turbine for a locomotive 
of this type. It is expected that both 


fuel and maintenance will be consider- 
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ablv less than for either Diesel o1 steam 

However, the first gas turbine loco 
motives to see actual service will be wi} 
fired. The use of oil as a fuel presents 
fewer technical problems, and both 
Baldwin and American have been at 
work on test units. American’s locomo 
tive recently underwent track tests and 
will be placed in operation on a demon 
stration basis on the Union Pacific Rai} 
road in 1949. Experience with the oi) 
fired turbines will aid in the develo 
ment of the coal burning types which, 
it is expected, will be even more ero 
nomical in operation. 

Although the gas turbine locome 
tives now under construction will pre 
sent a more or less conventional out 
ward appearance, the shape and size of 
the power units are such that future 
models will be capable of speeds up to 
150 miles per hour. Safe operation wil) 
be maintained through lighter construc- 
tion, streamlining, and the lowering of 
the center of gravity from 1% to two 
feet below that of present Diesel-elec- 
tric locomotives, and 2% to three feet 
below that of modern steam engines. 

Through the economical operation of 
their new locomotives, plus improved 
economies in other important though 
less dramatic phases of operation, the 
railroads stand a fair chance of putting 
themselves back into a good money- 
making position, provided of course 
that material and labor costs stay in 
line, and that they can continue to hang 
on to their present share of the 

(CONTINUED ON PAGE 60) 
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Comparatively small debt, large working and equity capitals and below-normal 
inventories tab this sprawling giant a sound bet investmentwise 








BoTTLEs AND MAGIC have been asso- 
ciated since the time of Sinbad the 
Sailor, so it’s no surprise when benef- 
icent genii are loosed from laboratory 
bottles to maintain today’s world. That’s 
why chemical men, unlike their fellows 
in many fields, assume no smug con- 
servatism when approached for pre- 
dictions, but spread their hands ex- 
pansively: 

“In our line anything can happen!” 

Which is another ei of saying that 
the principal product of the chemical 
business is the prospering future of 
other industries. 

What these makers of the morrow 
have to tell us is, therefore, unique be- 
cause it touches every phase of secu- 
lar activity, from agriculture to zinc 
etching. One of our industrial giants, 
the chemical gargantua oversprawls 
traditional boundaries and is hard to 
delimit. 

Chemical and allied products are 
currently selling at the rate of $10 bil- 
lion a year. Their volume has doubled 
since 1939 and is heading for a 40- 
million-ton level in 1949. 

First to be reckoned with in attempt- 
ing a forelook for chemicals is their 
10-year gestation period. Research, test- 
tubing, pilot plant demonstration and 
commercial evaluation of a new prod- 
uct or group of products take that long 
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on an average. This obstacle to think- 
ing in terms of next year is emphasized 
by a spokesman for Carbide and Car- 
bon Chemicals Corp., a major com- 
pany having multi-form activities: 

“From 1921 to 1929 we were in the 
red. For us that was a sowing season, 
at the end of which we began to har- 
vest what we had planted. Although 
we're in the black now as a result of 
fortunate previous research, we are 
pouring money into fresh experiments 
all the time, and we can’t tell until 
years hence how well it’s going to pay 
out. Occasionally, we chemical men 
get a grand break; but more often than 
not it’s in an unforeseen direction. 
Who'd have thought that ethylene gly- 
col, originally a dynamite safeguard, 
would have developed as an anti-freeze 
to a degree that dwarfs its first intent? 

“It's a 10-year harvest; the situation 
is like trying to decide in April how 
much a bushel you'll sell your wheat 
for in September—if you get any 
wheat!” 

But Carbide is looking forward to 
bumper crops, if its research and con- 
struction program is an indicator. At 
Texas City new manufacturing units, 
more than doubling the size of the or- 
iginal plant, are rapidly nearing com- 
pletion. A research center—styled to fit 
the organic chemist’s dreams—is mush- 
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rooming on a hillside near the huge 
mother-plant in South Charleston, W. 
Va. 

While unforeseen quirks make an- 
nual or biennial predictions difficult, 
sense of direction, nevertheless, may be 
gained by patient inquiry. 

To begin with, the industry seems to 
be growth-minded. 

“Monsanto Chemical’s expansion pro- 
gram,” says Francis J. Curtis, vice-pres- 
ident, “will cost us about $15,000,000 
during the next two years. This sum 
will go for projects in our normal line 
of growth and simply represents in- 
creased capacity to turn out products 
were manufacturing now or -will be 
shortly. 

“A shift from sellers’ to buyers’ mar- 
ket is under way. Possibly 25% of our 
products are being sold in a buyers’ 
market already. 

“The Marshall Plan will have only 
indirect effects on our company. Under 
the plan we shall probably send very 
few chemicals abroad in ‘the direct 
sense. However, many materials sent 
overseas will probably contain chemi- 
cals of ours. 

“More significant to us and to the 
whole industry is the epson | Act, 
with its favoring of craft union forma- 
tion. We have this matter under study 
and shall certainly combat the latter 
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provision by all available legal means. 

“In general, we look forward to sev- 
eral years of good business, following 
a short, mild recession—unless inflation 
gets out of hand. We at Monsanto do 
not consider this latter possibility too 
seriously. Should we be in error, and 
the recession prove more severe than 
we foresee, the introduction of new 
products will enable us to breast the 
ebb tide.” 

No 1949 slackening of chemical de- 
mand is envisioned by the research 
chief of another great chemical corpo- 
ration. “We hear a lot about how ‘aw- 
ful’ business is, but upon examination 
it’s always the other fellow’s—at least 
in the chemical world: Everybody’s 
own business is good,” he wisecracked. 

“The most exciting thing in chemi- 
cals of late has been the introduction 
of synthetic materials into natural 
fields. In my opinion the most promis- 
ing trend is the extension of synthetics 
beyond the confines of mere substitu- 
tion. The example was set by so-called 
artificial silk, the production of which 
soared from 30 million pounds in 1920 
to 2 billion pounds in °39, while nat- 
ural silk rose only from 40 million to 
120 million pounds. Keeping pace with 
synthetic fibers are the synthetic resins, 
rubber, vitamins, vay | oils, solvents. 
All these, as I view them, have not 
reached their limit of growth. 

“Market for synthetics is not without 
limitations. Plastics, for example, do 
have horizons. The average American 
family has a 50-pound yearly load of 
plastics to take up as its share of na- 
tional production. This hefty amount 
suggests that plastics are approaching 
the saturation rim by reason of sheer 
weight. 

“The chemical industry’s most no- 
ticeable bent, apart from specific tech- 
nical achievements, is the rapid expan- 
sion due to improved marketing meth- 
ods. That the consumer buys what he’s 
told to want might seem ironical, but 
it’s a fact. Witness the craze for color. 
An endless variety of articles have 
taken on bright hues that never before 
got beyond the grays and neutrals. 
Dyes, the world’s oldest compounding 
craft, have come forward with the new- 
est form of consumer stimulus.” 

Synthetic detergents—washing com- 
pounds—are seen by this expert az most 
. rapidly mounting in volume among 
chemical creations, having foamed up 
from zero to 600 million pounds with- 
in two decades. Soon, he infers, these 
detergents will be pressing hard upon 
the 8 billion pound soap production. 

“While we're talking of synthetics,” 
he continued, “we must not imply that 
they have pushed their natural an- 
alogues into the discard. There is still 
an increasing demand for Nature's 
products.” 


January 1, 1949 


Nevertheless, the chemist is going 
ahead with a vast variety of synthetics 
and—potentially most intriguing—syn- 
thetic resins. A friendly battle is devel- 
oping between tailored and natural 
resins. Of the latter, pine resin (an or- 
ganic acid) and terpene hydrocarbons 
(turpentine) are grouped together as 
“naval stores” but are recent additions 
to the chemist’s capacious materials 
bin. He is returning to nature and ex- 
tracting resins and terpenes from pine 
stumps. 

Pioneer stumpster is Newport Indus- 
tries, Inc., Pensacola, Fla., which has 
recently finished a large extraction plant 
at Oakdale, La., giving them four 
plants with an aggregate recovery ca- 
pacity of 15,000 tons of stumps a day. 

R. C. Palmer, vice-president and 
chemical director, states that one of the 
newest uses of resin derivatives is for 


Long a source of titanium for 
now the base of newly develope 
chemists expect will provide a new family of structural mate- 
rials superior in many ways to any metals or alloys now known 
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adding to concrete at the mixer, to in- 
crease the permanently entrapped air 
bubbles. 

It appears that the outcome of the 
skirmish between naturals and syn- 
thetics in the resins field will depend 
largely on which of them can do the 
bigger and neater supply job at the 
lesser cost. 

Research is the cue for E. I. du Pont 
de Nemours & Co.’s coming attractions. 
A record-breaking $30 million expan- 
sion of research facilities is under way 
at Wilmington. Laboratory efforts un- 
doubtedly helped the company’s $75 
million sales increase in the first half 
of 1948. Unfortunately, mounting costs 
have held net operating income sta- 
tionary at around $62 million for the 
year's first half, as compared with the 
like “47 period. Further investment in 
research may be a device for salvaging 
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more of the sales dollar in the face of 
continually climbing costs. 

The company’s policy, a Du Pont 
spokesman tells Forses, is not to at- 
tempt a definition of “research” that 
would make practical distinction be- 
tween “long-range fundamental studies, 
shorter-range investigations and im- 
provement-development of process and 
products.” 

In a word, the chemical business, be 
the unit large or small, is at all times a 
grand experiment. 

While physical expansion “has been 
accelerated in thé last few years, eco- 
nomic factors have made necessary a 
rather steady revision of some projects 
and postponement of others.” 

Du Pont cites this fact as a reason for 
having little to say about future ex- 
pansion plans. Under the company’s 
“post-war growth and betterment pro- 
gram,” announced early in 1946, $115 
million was expended in 1947. On the 
other hand, recognizing that construc- 
tion costs have more than doubled 
since 1939, Du Pont is “proceeding 
only with construction projects which 
seem fully warranted in spite of the 
extraordinarily unfavorable conditions 
attending construction today.” 

This oldster of chemical concerns has 
an investment in tools and working 
capital per employee of $13,500—a rise 
of 66% from 1928-9 figures, yet below 
the industry's average. 

“Broadly speaking and excepting 
some of our products,” the Du Pont 
spokesman affirms, “the shift from a 
sellers’ to a buyers’ market up to the 
present time has not been great.” 

The cautious atmosphere that has 
crept into the company within the past 


few months seems to have had its 
source in rising costs rather than buy- 
ers’ resistance. W. S. Richardson, B. F. 
Goodrich Chemical Co. president, cites 
another factor: “Currently, the atmos- 
phere for any business, — the 
chemical industry, from the political 
economy aspect, is not healthy. Many 
products are in the embryonic stage in 
this industry, but whether the imme- 
diate future will see many of these 
brought to life is surrounded by a fog 
of doubt. It will require the investment 
of much capital. If we are to have an 
excess profits tax . . . there is bound to 
be a retarding action.” 

American Cyanamid Co., with its 
40-odd wholly and jointly owned plants 
turning out thousands of chemical 
products for hundreds of industries, 
continues to outpace chemicals in gen- 
eral. Its 1948 net income, as indicated 
by latest reports, is topping $11 mil- 
lion, or around 20% ahead of last year. 

Plastics’ ‘basic materials, including 
polystyrene, ethyl cellulose and cellu- 
lose acetate, will be pushed next year 
as Koppers Co., Inc. hits its stride in 
production of these, Dan M. Rugg, 
vice-president and general manager, 
chemical division, declares. “Comple- 
tion of additional polystyrene and ethy- 
lene producing facilities at Kobuta, 
Pa., late in 1948, put the company in 
a position to meet a large demand for 
these products. 

“The chemical division also contem- 
plates the production of additional 
alkylated phenols at its plant in Oil 
City, Pa., during 1949. At the division’s 
Kearny, N. J., plant, pure hydrocyanio 
acid is being produced from coke oven 
gas, the first operation of its kind in 


the country. This plant went into pro- 
duction in the te - yt 

“Regardin islation, the princi 
uae to affect the pedeah arm 
in ’48 was the basing point decision on 
freight rates. The effect of the decision 
can be avoided by the erection of sub- 
sidiary plants in strategic locations. 
High construction costs, however, are 
a deterrent to this.” 

Government defense measures, say» ’ 
Rugg, are not expected to cause any 
outstanding change in Koppers’ pro 
duction plans for chemicals. Should the 
international situation become acute 
some changes will occur, but for the 
most part chemicals now made fit into 
either consumer or defense needs. And: 
“The company expects only a slight 
increase ic deneallies its oo. Put = 
is directly attributable to the European 
Recovery Plan.” 

Dow Chemical Co., too, anticipates 
no great effect from ERP. “It will prob- 
ably tend to increase our exports some- 
what,” says the company, but... . 
“much of the effect will be indirect.” 
Dow contemplates no new financin 
plans, but does expect “addition 
plant expenditures of approximately 
$35 million. This will go largely into 
the expansion of facilities for the pro- 
duction of existing products and will in- 
clude the first large-scale production of 
saran. 

Expansion plans are not confined to 
the giants of the industry. The prevail- 
ing prosperity has encouraged many 
other companies to buy new kettles 
and pans for the future’s growing out- 
put. Heyden Chemical Corp., embold- 
ened by a better than 45% increase in 

(CONTINUED ON PAGE 46) 


The orchard grower’s constant fight against tree-killing insects and fungi is well buttressed 
by the wide variety of pest-eradicating compounds pouring from U.S. chemical laboratories 
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Paced by low-earning steel companies, metals are still America’s backbone, will 


play a key role in ’49 despite some dark clouds on the economic horizon 








(HE AMERICAN Civilization is based 
on metals. 

The United States is the biggest con- 
sumer, not only by bulk but also per 
capita, of almost all of the known ones 
-iron, copper, tin, zinc, lead, alumi- 
num, magnesium—and even of the rarer 
ones like cadmium, molybdenum or 
platinum. 

Our consumption per capita of iron, 
the foundation of present-day civiliza- 
tion, was actually eight times as large 
in 1947 as that of the rest of the world. 

The output per capita of ingot steel 
and steel castings was 1,180 pounds for 
this country against 148 pounds for all 
other countries—and higher in propor- 
tion for 1948. 

The outlook for the immediate future 
is for continued successful exploitation 
of metals in this country and the main- 
tenance of its high standards of living. 

In the long trend, however, there are 
a few unwelcome factors which may 
threaten the prosperity of most of the 
metals industries, and, with it, the 
country’s standards of living. 

One of these factors is the approach- 
ing exhaustion of most high-grade ores, 
especially iron and copper. The ex- 
ploitation of lower grades, to be found 
in this country, will be more costly. So 
would the bulk importation of foreign 
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ures, even though some of these are of 
higher grade than ours. 

Major dependence by the metals in- 
dustries on imported ores would in- 
evitably lead to relocation of the proc- 
essing industries in coastal areas, in- 
volving costly capital expenditure for 
new plants. But this problem is not 
one that will have to be faced in the 
next two or three years, but rather in 
some 15 to 20 years. By then the prom- 
ising experiments being conducted in 
the treatment of low-grade ore may 
have obviated the need for bulk im- 
portations. 

Meantime, all the metals industries, 
with the possible exception of mag- 
nesium, have during the past two years 
been more active than would once have 
been believed possible for two con- 
tinuous peacetime years. Measured 
alone by the size, but not in relation to 
sales, the industries have also made 
record peacetime profits. This situation 
is expected by most experts to continue 
well into the first part of 1949. 

Whether it will continue longer de- 
pends, at present, mainly on two un- 
predictable factors: the extent the coun- 
try will be forced to rearm and the de- 
mands of foreign rehabilitation pro- 
grams. Contrary to popular opinion, 
the pressure of these two factors was 
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only very slight on the demand for 
metals up to the end of the first three 
quarters of 1948. 

The steel industry in 1947 had a 
record peacetime production of 84,- 
894,071 tons of steel ingots. For 1948 
the figures in the first three quarters 
were higher than for the equivalent 
period of 1947, indicating a 1948 steel 
ingot output of at least 88,000,000 tons, 
compared with an all-time high of 
89,642,000 tons in the war year of 
1944. The all-time high for a peace 
year previous to 1948 was in 1929, 
when only 63,205,000 tons of steel in- 
gots were turned out. 

Production per capita this year will 
be close to 1,200 ds, or nearly 
two-and-a-half times 1938’s 489 pounds, 
the year before the outbreak of World 
War II in Europe. 

In terms of finished products 1948 
production is likely to end up between 
64,000,000 and 65,000,000 tons. This 
would surpass the previous wartime 
high of 63,251,000 tons of finished steel 
produced in 1944. 

Is this extraordinary high steel pro- 
duction likely to be a permanent fea- 
ture of the country’s economy? 

Louis H. Bean, U. S. Department of 
Agriculture economist, testified before a 
Senate Committee last June that in 





1950 there would be demand for 100,- 
000,000 tons of steel ingots, compared 
with an output of nearly 85,000,000 
in 1947. , 

Dr. R. E. Zimmerman, vice-president 
in charge of research and technology 
for U. S. Steel, gave a more realistic 
analysis of the situation before a cha 
ter of the American Society for Metals 
at New Haven, a month previous. Said 
he: 

“A look at the statistical record will 
show that the American Steel industry 
. . . has not been accustomed to the 
unusually rich diet of tonnage devel- 
oped by the recent World War and its 
aftermath. In 1947, the industry pro- 
duced approximately 84,800,000 net 
tons of ingots and castings, a peace- 
time high. Prior to 1940, the 20-year 
average was a little less than 43,000,- 
000 tons. . . . With deference to the 
mew factors which have entered the 
equation since 1939, even 90 million 
tons of ingots are an immense amount 
of steel.” 

Eugene Grace, Chairman of Bethle- 
hem Steel, after declaring recently that 
“no legitimate industry is really starving 
for steel” and that “real demand for 
‘steel may not be as large as many peo- 
ple think,” proceeded: ’ 

“It won't be many years before gov- 
ernment officials will be applauding the 
steel industry for keeping its feet on 
the ground against the hysteria for cre- 
ating 10,000,000 tons of extra capacity 
overnight.” 

What bearing for the investor has a 
policy of keeping capacity as close as 


possible to probable demand for steel 
products? 

Only in this way can the very 
meager profits which the steel industry 
makes even in good times, compared 
with other industries, be safeguarded. 

Steel company profits are affected 
not only by volume, but also to a far 
larger extent than in other industries 
by continuity of operations in the vari- 
ous plants that are part of the set-up 
of an industry that turns out some 
100,000 varieties of steel products, from 
giant cyclotrons to pins and needles. 

The steel industry has a high in- 
vestment cost per dollar of sales, and, 
even at capacity operations, gross pro- 
ceeds from steel sales are less than one 
dollar per year for each dollar of in- 
vestment. In other industries it is not 
uncommon to find the annual sales vol- 
ume in dollars equal to two or three 
times the value of the investment in 
plant and equipment. 

The break-even point of the indus- 
try, according to the American Iron and 
Steel Institute, was even before the war 
in the neighborhood of 50% of capacity, 
and is now much higher. 

Any substantial decline from capac- 
ity production, either by overexpansion 
of facilities or lessened consumers’ de- 
mand, would therefore put a severe 
strain on the industry’s econdmic 
structure. In 1947, the second most 
profitable year in its history, a 64% de- 
cline in sales value would have wiped 
out 1947 earnings entirely. 

According to an analysis by the Na- 
tional City Bank of New York, the steel 


Most promising youngster among structural metals, stainless steel is 
many new uses: stairs, sundecks, wall tile, flue linings, etc. 
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companies as a group had a lower re- 
turn on invested capital than any ma- 
jor industrial group. Steel stood 19th 
on a list of 31 major industrial groups 
in respect to profits on sales. They were 
6.2% compared with, for example, 
10.55% on textiles, 9.5% on chemicals, 
and 7.5% on construction equipment. 

Aggregate earnings of the steel in- 
dustry have run higher for 1948 than 
for 1947. For the third quarter they 
were 56.28% higher than in the same 
period of 1947 for 16 major companies 
representing 90% of the country’s pro- 
ductive capacity. 

The policy of deducting special de- 
preciation reserves from net profits 
adopted by certain companies will, 
however, make a dent in net earnings, 
although they are still expected to ex- 
ceed those for 1947. 

Entering into the higher aggregate 
earnings for 1948 is not only the fact 
that the industry has been operating at 
an extremely high percentage rate of 
capacity—at over 99% recently—and that 
the price of several steel products has 
been higher since mid-Summer but, 
also, that most steel companies are 
benefiting for the moment from the en- 
forced adoption of the F.O.B. mill pric- 
ing method as against the long-estab- 
lished basing point method. This came 
as a result of the Supreme Court de- 
claring the latter method illegal in the 
cement industry. 

Although it may benefit the steel 
producers temporarily, while steel is in 
short supply and there is a sellers’ mar- 
ket for almost all steel products, steel 
company officials are almost unanimous 
that the ruling is very damaging for 
nega and consumers of steel in the 
ong run. 

Roughly, the basing point system, 
operative since about 1924 until last 
July, permitted a steel buyer to secure 
required materials from any steel-pro- 
ducing plant at delivered prices com- 
petitive with the prices of the steel pro- 
ducer closest to the buyer’s plant. This 
was because the steel producers them- 
selves absorbed the cost of freight from 
their plants to the buyer’s plant to the 
extent that that freight was higher than 
that from a steel producer closer to the 
steel buyer. 

Under the Supreme Court’s ruling, 
one F.O.B. price must now be estab- 
lished for each product at each point 
of production, which each and every 
buyer must pay. The actual cost to the 
buyer, therefore, must be this price 
plus freight from the point of produc- 
tion to the buyer’s plant. The costs to a 
steel customer will, therefore, be higher 
to the extent that he must now pay 
freight formerly absorbed by producers. 
They will also be variable and scramble 
a fabricator’s price schedule. This is 
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because his costs will be lower if he is 
able to buy his steel requirements from 
the steel producers closest to him and 
higher if he must buy all or part of his 
requirements from more distant pro- 
ducers. 

E. T. Weir, chairman of National 
Steel Corp., declaring that the F.O.B. 
mill price method destroys the system 
under which the country's steel indus- 

try grew up, added: 

“Steel pla ts can not be built just 
anywhere. Efficient production of steel 
requires a combination of favorable 
economic factors available at compara- 
tively few geographic points. . . . Al- 
though steel could be produced eco- 
nomically in comparatively few places, 
it was necessary for steel companies to 
have latge market areas—in most cases 
a nationwide market. 

“The new industrial pattern that will 
be created by the Supreme Court de- 
cision will be one in which steel pro- 
duction will be localized within a few 
districts (because of inescapable eco- 
nomic factors) and fabricators will clus- 
ter in and around those districts. In 
other words, there will be a reversal of 
the normal, long-time trend toward the 
decentralization of industry in the Uni- 
ted States. There are not many centers 
of steel production. . . . In my opinion 
the movement of industry towards 
those centers which will result from the 
Supreme Court decision will produce a 
dislocation so great that it will create 
the most serious economic disturbance 
the United States has ever seen.” 

Another matter deeply disturbing the 
steel industry is the interpretation the 
Bureau of Internal Revenue places on 
depreciation charges. It has not 
changed its concept in 34 years, since 
the beginning of constitutional taxation 
of income by the U.S. Government. 
Thirty-four years ago was a period of 
stable prices, so that the cost of the re- 
placement of a plant or a piece of ma- 
chinery would relatively be the same 
by the time it was worn out as it was 
at the time of original purchase. There- 
fore, it was equitable then to consider 
depreciation charges as equivalent to a 
portion of the original cost. 

This method now works hardships on 
an industry like steel, whose equipment 
costs have multiplied many times since 
it was originally installed. 

A coke oven that cost $1,000,000 in 
1918 now costs $3,000,000; a blast fur- 
nace that cost $6,800,000 10 years ago 
now costs $12,000,000, an electric fur- 
nace costs $240,000 today against 
$150,000 10 years ago. 

As most of steel’s capital investment 
is in long-lived facilities, provisions 
which were made for depreciation are 
inadequate for replacement at current 
costs. More must be allocated to depre- 
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This mammoth chunk of steel, one unit for a new synchro-cyclotron, 
is a preview of the big role steel will play in the coming atom age 


ciation out of gross profits than per- 
mitted under the non-taxable provisions 
of the Bureau of Internal Revenue. As 
this additional sum is subject to taxa- 
tion, it has to be pyramided to make 
it match the amount that should be 
earmarked for plant and equipment re- 
placement at current costs and not at 
original cost. 

All this inevitably makes the return 
to the steel stockholder less than if the 
basis of the non-taxable depreciation 
charges were replacement costs and not 
original cost. 

If inflationary trends are with us to 
stay, as some eminent economists de- 
clare, the steel industry is one of the 
most vulnerable to its injurious effects 
because of the difficulty it would en- 
counter in providing adequate reserves 
for ever-mounting costs of plant and 
equipment replacement—and at the 
same time netting profits for its share- 
holders. 

One of the most disheartening things 
about the steel industry from an in- 
vestor’s point of view is that, although 
it occupies a key position in the nation’s 
economy, and although its production 
techniques are the most efficient of al- 
most any industry, this is not reflected 
in its earning power. In a year in which 
its peacetime activity was the highest 
in history, the return on the steel com- 
panies’ sales averaged only 6.3¢ on the 
dollar. Since 1929 steel earnings have 
actually lagged behind the average 
earnings for all corporations in all in- 
dustries. 

In 1947 total profits of all corpora- 
tions were estimated by the U.S. De- 
partment of Commerce at $17,400,- 
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000,000, almost four times the 1987 
total of $4,700,000,000. In contrast, 
steel profits advanced only 83.7%, from 
$244,900,000 in 1937 to $450,000,000 
in 1947. 

While 1947 profits for all corpora- 
tions were about double those of the 
1929 boom year total of $8,400,- 
000,000, the steel industry's profits 
were actually 0.1% less than the 1929 
total of $454,600,000. 

Steel industry earnings in 1929 
comprised 5.4% of the nation’s total cor- 
porate profits, but only 2.6% in 1947. 

This poor showing is not because the 
industry is inefficient. Far from it! Even 
today the price of all finished steel 
products works out at less than 5¢ a 
pound! 

Of notable developments since the 
end of the war the most promising for 
increasing productivity, without adding 
to costs, is the development of tech- 
niques for enriching the air with oxygen 
to speed the combustion in blast, open 
hearth, Bessemer and electric furnaces. 
Where they can be applied they are 
said to reduce operational time by 
nearly a third. 

Put in another way, these new tech- 
niques are equivalent to producing the 
same amount of steel with two furnaces 
as could formerly be produced with 
three, theoretically eliminating the 
costs of operating the third furnace to 
produce the same amount of steel. 

National Steel Corp. has already in-. 
augurated plans to build two oxygen 
plants, which it expects will augment 
its steel output by 20% without the 
heavy cost of building new furnaces. 

(CONTINUED ON PAGE 52) 
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Che sound-and-sight business will hit 1949 airwaves with a question-marked 


future, stiff intra-industry competition, glowing prospects for video 
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WHILE THE manufacture of sound 
radio, measured in terms of dollars or 
aumbers of sets, at the moment far out- 
strips television, any discussion of this 
large and rapidly changing industry 
must by the very nature of things be 
largely in terms of television. 

Chief among the reasons for this is 
the fact that most manufacturers agree 
that in the not far distant future pro- 
duction of video equipment, both trans- 
mitting and receiving, will completely 
dominate the industry. This immediate- 
ly brings us face to face with a string 
of $64 questions. 

How big will television grow? What 
will it do to sound radio? 

Will radio as we have known it for 
the past quarter-century be supplanted? 
Or, as the years pass, will two distinct 
businesses emerge? 

Nobody actually knows what will 
happen to sound radio. Only an ap- 
proach to an answer can be made, and 
that through an analysis of television’s 
probable future development. 

Everybody agrees that video will 
hurt radio badly. How badly depends 


to a very considerable extent on how 


big and how fast television develops. 
The answer to this, to mention only a 
few points, hinges on such imponder- 
ables as FCC action in opening new 
video channels, what technological 
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means are finally adopted to create 
television networks, the development 
of effective programming techniques, 
and whether the price of video sets can 
be brought within reach of the great 
mass market. 

The entire industry is experiencing 
an unprecedented revolution. In the 
last pre-war years radio was approach- 
ing the status of a billion-dollar busi- 
ness. Then television arrived. The two 
are now in direct competition. 

It is fortunate that this is strictly an 
internecine revolution. With one or two 
exceptions (Du Mont being the most 
notable), television is being developed 
and manufactured by old-line radio 
producers. 

The place the industry occupies in 
the public mind is probably dispropor- 
tionate to the extent it has so far con- 
tributed to the national income. It is 
small compared with such giants as 
textiles ‘and steel. Nevertheless, the 
manufacturing activities of the radio 
and television industry in 1947, its best 
peacetime year, accounted for sales of 
at least $1,000,000,000. This included 
20,000,000 radio receivers and 178,500 
television sets. 

While the video branch of the in- 
dustry is a newcomer, the comparative- 
ly small size of the business, including 
radio, is not because it has not had 







38 





time to grow. Leading companies— 
Philco, Radio Corp. of America, West- 
inghouse, General Electric, and Emer- 
son—have been selling home radio re- 
ceivers for many years. The indus 
has had a quarter of a century in whic 
to expand. The point is that it is not 
inherent in the nature of the business 
ever to become an industrial giant 
comparable with iron and steel, tex- 
tiles, automobiles, or railroads. 

It comes very close to being a luxury 
business and for that reason has its 
limitations. 

This is borne out by the fact that 
the 66,000,000.radio sets in 37,000,000 
American homes in 1948, the year fol- 
lowing that in which the industry 
achieved its billion-dollar status, had 
just about attained the saturation 
point, in the belief of most experts. 
This is something for the investor to 
ponder in the light of some glowing 
predictions of colossal expansion with 
the boom in television. 

According to some leaders in the in- 
dustry, video is destined to supplant 
rather than be supplementary to sound 
radio. 

' Right here we face the crux of the 
whole problem and run into a host of 
conflicting opinions. Dr. W. R. G. 
Baker, General Electric vice-president 
in charge of electronics, recently said, 
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at a conference at Electronics Park, 
Syracuse, N. Y.: 

“Television will not kill radio .. . 
any more than radio killed the phono- 
graph or motion picture business . . . 
although the impact of television is 
having a retarding effect, upon the sales 
of expensive radio-phonograph combin- 
ations.” 

Says a Stromberg-Carlson spokes- 
man: “Television will cut into radio 
sales this year, but we think radio sales 
might recover by 1950 when the pub- 
lic realizes that television will not en- 
tirely replace radio entertainment. Tel- 
evision production requires much 
larger assembly lines and expensive, 
complicated test equipment.” 

David Sarnoff, RCA president, also 
takes a middle view. At a stockholders’ 
meeting last Spring he said: 


“As the years pass we shall witness: 


the gradual fusion of sound broadcast- 
ing with television, just as sight and 
sound combined in motion pictures. 
While television will extend its opera- 
tions, sound broadcasting alone will 
continue to serve millions of people. 
... Ultimately, however, the majority of 
the 37,000,000 American homes now 
equipped with radio sets should also 
have television.” 

Another industry leader expressed a 
more extreme view. He predicted that 
within 10 years all programs will be 
televised, making all existing radio sets 
obsolete. Confirming a trend in this 
direction,, the president of one of the 
top radio manufacturers stated that, 
while in 1948 the proportion of his 
business was 75% in radio and 25% in 
television receiving sets, he expects a 
50-50 balance in 1949, without any 
substantial increase in total business. 

Admiral Corp., which did not enter 
the television picture until February of 
1948 and ranked among the top three 
manufacturers by the year’s end, pro- 
ducing at a 20,000-set-a-month rate, es- 
timates that 50% of its expected $100,- 
000,000 1949 business will derive from 
video. 

The president of another radio and 
television manufacturing company said: 
“We look for a shift in production and, 
in fact, are already experiencing it— 
from radio and radio phonograph com- 
binations to straight television receiv- 
ers and television receivers combined 
with radio and phonograph.” 

Equally pertinent, this same execu- 
tive said there has been a “definite shift 
from a sellers’ market to a buyers’ mar- 
ket in radio merchandise. We anticipate 
this condition will obtain for some time 
unless a shortage of materials inter- 
venes. We do not expect the present 
sellers’ market in television merchan- 
dise to change for possibly two years 
at a minimum or four years at a maxi- 


” 
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Max F. Balcom, ‘president of the 
Radio Manufacturers Association, had 
this to say in his annual report last 
June: “The industry is facing the fact 
that the manufacture of high-priced 
radio sets is now on a reduced quantity 
basis due to the greater impetus of tel- 
evision, which is expected: to reach 
from 600,000 to 750,000 sets in 1948 
and may well double this quantity in 
1949.” (Balcom has since revised his 
1948 estimate upward to “approxi- 
mately 800,000.”) 

Dr. Allen B..Du Mont sees television 
as one of America’s 10 leading indus- 
tries within five years. 





Ideal for club, school, church, hospital 
or hotel use, RCA’s new mobile tele- 
vision projector is capable of throwing 
a clear 63-sq.-foot picture at a dis- 
tance of 17 feet from viewing screen 


R. C. Cosgrove, executive vice-presi- 
dent of Avco Manufacturing Corp., re- 
cently predicted that in five years 
television will give employment * to 
1,000,000 people and will have injected 
$8,000,000,000 into the American econ- 
omy. “By 1958,” he stated, “the num- 
ber of sets can be at least 40,000,000, 
with the total regular audience at 
100,000,000.” 

Price and volume production are im- 
portant factors in television’s future. 
A. A. Brandt, general sales manager of 
General Electric’s electronics depart- 
ment, recently presented a detailed sur- 
vey for the next four years. 

“There were 170,000 television re- 
ceivers in use at the end of 1947,” he 
said. “At the end of 1948 we expect 
this figure will be 870,000 units on an 
accumulative basis. At the end of 1949 
we estimate a total of 2,470,000 
television receivers will be in use; 
5,270,000 by the end of 1950; 9,070,- 
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VOU by the end of 1951; and 13,570,000 
by the end of 1952.” (RCA has made a 
projection only slightly more conserva- 
tive. ) 

Brandt then went on to say: “Retail 
prices of television receivers will be one 
of the chief factors in determining 
whether 13,570,000 units can be sold 
by the end of 1952. The average retail 
price in 1947 was approximately $600. 
It is interesting to note a approx- 
imately 43% of the television receivers 
in New York homes were owned by 
people classified in the lower-middle 
and poor economic classes. In 1949 the 
average price should be somewhere in 
the neighborhood of $275.” 

Dr. Du Mont has predicted that the 
average price of video receivers will be 
$250 in 1958. 

“In spite of these lower unit prices, 
increased sales will result in larger dol- 
lar volume each year,” Brandt contin- 
ued. “In 1947, retail values of receiv- 
ers were approximately $100,000,000. 
We expect this volume to increase to 
$440,000,000 in 1949, $560,000,000 in 
1950, $665,000,000 in 1951, and 
$675,000,000 in 1952.” 

An important point to note ip 
Brandt's survey is his estimate that in 
1952 the retail dollar sales in tele- 
vision sets will be about 75% of the 
1947 record retail dollar volume in 
home radio sets. 

The obvious question is: Does this 
mean that in 1952 the retail dollar 
business in radio sets will be only 25% 
of the 1947 figure? 

The chances are very great that, at 
least into 1952, radie will hold its own 
far better than might be inferred from 
these statistics. 

It is obvious, however, that this does 
create a tight situation, and the im- 
plication seems to be that there will not 
be much room for the newcomer in the 
industry and that there is much more 
likelihood that the old and tried veter- 
ans, with established outlets built up in 
the days of audio receiving, will solve 
the problems that expansion into tele- 
vision will involve. 

The cost of developing television is 
tremendous. The big companies are 
spending millions in research. Never- 
theless, by early 1949 there will prob- 
ably be close to 100 companies pro- 
ducing television receivers, with the 
leadership held by RCA and Philco. 

Other leaders in the field, some of 
them likely to challenge RCA and 
Philco supremacy in 1949, include 
Westinghouse, General Electric, Ad- 
miral, Emerson, Stromberg Carlson. 

A significant fact, bearing on the 
strength of these companies, is that in 
general they have been able to carry 
out the costly operations involved in 
expansion into video without resort to 
public financing. Most have paid out 





of earnings, a few by means of readily- 
granted bank loans. Few apparently 
contemplate public financing in the 
near future. , 

The most recent notable exception is 
presented by the ABC television net- 
work, which offered a 500,000-share 
’ stock issue that netted $4,000,000 for 
expansion of its television activities. 
The other two major video networks, 
NBC and CBS, launched their entry 
into television with their own funds. 

While the established manufactur- 
ing companies stand to gain immediate- 
ly by television, as the higher cost of 
video sets more than reflects the 
high cost of production as com- 
pared to audio sets, such is not 
the case with the established 
broadcasting companies. 

Not until about 1952 is it 
generally expected that revenue 
from advertisers will offset the 
high cost of television programs. 

ABC was frank with the in- 
vesting public when offering its 
stock, dangling no high hopes 
of immediate returns. Said its 
prospectus: “Among the impor- 
tant factors in the decision as to 
when dividends will be paid are 
the rapidity with which tele- 
vision can be put on a profitable 
basis, and the amount of the 
company’s requirements for 
capital expenditures.” 

Aside from the enormous 
programming expenses, the or- 
iginal investment in transmit- 
ting stations is large. ABC re- 
cently reported that it costs 
from $125,000 to start a Class I station 
to $500,000 for a Class IV station of 
5,000 watts. The latter requires 29 
technicians. These figures stand out in 
stark contrast to the relatively small 
sums needed to establish an audio 
transmitting station of comparable 

wer. 

In the last analysis, video transmit- 
ters hold the key to television’s future. 
After the first novelty has passed, de- 
mand for receivers will be governed by 
the scale and quality of programming, 
an infinitely more difficult and expen- 
sive task than with audio broadcasting, 
due to a variety of reasons, the most 
important of which is inherent in the 
immutable laws of physics. 

Any sound can be picked up almost 
anywhere by a microphone, an instru- 
ment that is the essence of simplicity 
compared with the complicated cam- 
eras and light effects required in tele- 
vision. Further, scenes that can be tel- 
evised are quite limited and, as a gen- 
eral rule, need elaborate preparations 
in advance. 

But this is only the beginning. Radio 
waves, by reflection from the iono- 
sphere, travel vast distances. Theoreti- 


cally, an audio station could have the 
entire world for its audience, if the 
power of its transmitter were sufficient. 

The waves on which television de- 
pends are entirely different. They are 
not reflected back to earth by the iono- 
sphere, but shoot straight off into 
the blue once they have passed the 
horizon. 

The audience of a television station, 
therefore, is circumscribed by the trans- 
mitter’s horizon. This area generally 
is a circle of 50 miles radius or less. 

Any single video station thus has a 
far smaller audience to offer an adver- 


Microwave relay units like this are one of 
4 current attempts at coast-to-coast video 


tising sponsor to induce him to pay for 
a program, which is also many times 
more expensive to put on the air than 
an audio program. 

This admittedly serious problem is 
being attacked from several angles. A 
good start has been made. Various sta- 
tions in the East have already been 
hooked into a network stretching from 
Bosfon to Richmond. By early 1949 it 
is expected that this network will be 
expanded into the Middle West. 

A coast-to-coast system of televised 
programs, however, is not expected un- 
til 1953, if then. 

Four methods are currently being 
used to link video stations. One is the 
use of coaxial cables, which are some- 
what similar to those over which trans- 
continental telephone messages are re- 
layed. The coaxial cable used in tele- 
vision is extremely expensive to lay. 
Stations pay correspondingly high 
tariffs. At present, the sections of the 
country covered are limited. 

Another method of enlarging tele- 
vision’s audience is by a system of mi- 
crowave relay stations, which are in 
effect a series of ultra-high frequency 
radio booster stations located every 30 
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to 40 miles to pick up messages of’ 
video programs and relay them across 
the country. Western Union is installing 
several systems, notably from New York 
to Pittsburgh and Chicago, and AT&T 
has an outstanding relay between New 
York and Boston—in seven “hops.” 

A third technique, developed by 
Westinghouse in co-operation with the 
Glenn H. Martin Aircraft Corp., is 
known as stratovision. It entails sending 
a specially equipped airplane up to a 
height of 30 to 40 thousand feet to pick 
up video programs from the ground and 
spray them over an area about 500 miles 

diameter. Theoretically, this sys- 
tem could solve the problem of 
coast-to-coast programming at 
relatively low cost. Eight strato- 
vision planes could economical- 
ly cover as great an area as 
some 100 relay stations or thou- 
sands of miles of coaxial cable. 
Difficulty with stratovision, ob- 
viously, is its unpredictability. 
You cannot anchor a plane high 
in the air for permanent ser- 
vice. Foul weather, among 
other things, sometimes inter- 
venes. 

The fourth method of creat- 
ing large audiences is that of 
recording programs on photo- 
graphic film and dispatching it 
by the fastest possible carrier 
to other stations the coun 
over. This is a reliable and rela- 
tively inexpensive technique, 
but has the disadvantage of 
lacking spontaneity and the 
timeliness to which the tele- 

vision audience is entitled. 

All four of these methods are in use , 
today, but each, to date, has offered 
only a partial solution. 

As for stratovision, at the present 
time it has progressed little beyond the 
experimental stage. It is an absolute 
“must,” if the predictions of video's 
glorious future are to be fulfilled, that 
one of these systems, or a combination 
of two or more of them, or even an en- 
tirely new system, be developed to a 
point where a coast-to-coast network of 
television stations becomes a reality. 

The video manufacturing industry is 
geared up for almost unlimited produc- 
tion, and the solution of this problem 
has become crucial. As one executive 
told Forses: “The demand for tele- 
vision sets depends on programs. There 
is real danger of production, even by 
the middle of 1949, outstripping trans- 
mission and especially hook-up.” 

Dr. Du Mont, in advocating the ex- 
tension by the FCC of television chan- 
nels from the present 12 to 69, also 
voiced the close connection between 
demand for receivers and the avail- 
ability of programs. The extension of 

(CONTINUED ON PAGE 64) 
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ce" §2 PAGES OF FACTS AND FIGURES... 
about the amazing NEW West—basic information that summarizes the rapid in- 
dustrial development of the West, more particularly the Pacific Coast. And most 
particularly Metropolitan Oakland Area, California, The NATURAL Industrial 
Center of the NEW West. 


If your organization is thinking of decentralizing, of establishing a western 
branch, you should have this book. Its facts, figures, photos and maps explain Metro- 
politan Oakland Area’s outstanding advantages, why this is the most favorable 
location from which to serve the Eleven Western States. 









WRITE FOR THIS FREE FACTBOOK TODAY! 
If you will write us details of your proposed west- 
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Celebrations in Northern Cali- 
2 fornia throughout 1949. Many 

other special events and scores 
of points of interest. 
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ern operation—of course in strict confidence—we 
will prepare a Special Report that will apply directly 
to your western location problems. 

As a preliminary, ask us today for a copy of our 
free, 52-page factbook, “How to Win the Markets of 
the NEW West.” 


METROPOLITAN OAKLAND AREA 
391 Chamber of Commerce Bldg., Oakland 12, Calif. 


coe The NATURAL Industrial Center of the NEW West © 
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Automotive 


(CoNTINUED FROM PAGE 22) 


Credit curbs, one of the major produc- 
ers thinks, will affect used more than 
new truck business. 

Most harmful to long-range prospect 
of the motor truck business is the trend 
toward increased fees and taxes. State 
registration and motor carrier fees, 
State gasoline taxes, bridge, tunnel, 
ferry, and road tolls, road taxes, and 
Federal excise and special taxes in- 
creased from about $50 average per 
truck in 1927 to $94.75 10 years later, 
and to $143.24 in 1947. The total. tax 
load on trucks exceeded $934 million 
that year. 

Uniformity of size and gross weight 
restrictions imposed upon trucks in 
various states would go far, in the 
opinion of manufacturers and truck op- 
erators, to reduce the economic burden 
imposed on highway a transporta- 
tion. There is no hope for early shift- 
ing of this onerous restrictive burden. 

Sales executives of truck companies 
queried by Forses indicate that they 
are ready to launch even more vigorous 
merchandising campaigns as soon as 
signs on the horizon indicate stiffer 
consumer resistance to high prices. 
None thinks the present price level can 
be held long, although several express 
this hope. 

However, high costs of materials and 
labor will tend to keep retail prices up, 
despite every effort by factories to re- 
duce manufacturing costs. Higher 
prices, the manufacturers know, will 
speed the day of widespread customer 
resistance. 

Materials shortages continue to tem- 
per the confidence of vehicle and ma- 
jor parts manufacturers alike. During 
the past few years several of these com- 
panies have purchased steel plants. 
Many of the major steel users in the 
industry have resorted to complex 
schemes of swapping pig for billets, 
billets for strip, and sometimes ore and 
coke for whatever finished steel was 
most needed to keep plants running. 
Although costly, these practices have 
made the current vehicle production 
levels possible. 

In its effort to reduce manufacturing 
and distribution costs, the automotive 
industry has built 34 new major manu- 
facturing and assembly plants since 
war's end. 

Today the industry has 113 assembly 
plants in 77 cities in 24 States. Michi- 
gan leads with 27 plants in eight cities; 
California has 17 in nine cities, and 
among these are several of the newest; 
there are 11 in Ohio; seven in Penn- 
sylvania; six each in New York, Illinois, 
and Wisconsin; five each in New Jersey, 















































U. S. truckers chalked up new highs in tonnage hauled for 1948 
but face a long-run profit squeeze from rising fees and taxes 


Indiana, and Missouri; three in Geor- 
gia; two in Massachusetts and North 
Carolina; and one in 11 other States. 

Objectives: reducing freight and dis- 
tribution costs; avoiding the higher la- 
bor scales current in the larger indus- 
trial areas; to take advantage of lower 
real estate costs, which in turn permit 
more functional layout of the new 
plants and allow smoother flow of ma- 
terials and sub-assemblies. Many of the 
older plants are crowded, aisles are nar- 
row, and adjoining improved property 
often is prohibitively expensive. 

Reconversion is not new to the auto- 
mobile business, with its history of vast 
annual outlays for retooling for new 
models during pre-war years. Some of 
the post-war capital investment in man- 
ufacturing facilities include: 

General Motors Corp. has practically 
completed a $600 million post-war ex- 
pansion program. 

Chrysler Corp., $128% million, in- 
cluding new tools. Nearly 5 million 
square feet of floor space have been 
added, with more than % million more 
under construction. 

International Harvester Co., $175 
million. To the 18 million square feet 
of floor space the company had at the 
end of World War II, 6 million have 
been added. 

Willys-Overland, $24 million, includ- 
ing nearly 2 million square feet of floor 
space and $18 million in new manufac- 
turing machinery and tools. 

Ford Motor Co. has open appropria- 
tions totalling $250 million in plant im- 
provement and expansion in the U. S., 
and will probably spend $500 million 
during the next five years. This includes 
an $18 million steel mill improvement 
begun in 1947. By year’s end this al- 
most doubled the company’s blast fur- 
race capacity. 


Studebaker Corp., $40% million, in- - 


cluding nearly $32 million for new 
tools and manufacturing equipment. 
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Manufacturing space was increased by 
about 2 million square feet. 

Packard Motor Car Co. is in the 
process of doubling its manufacturing 
facilities to a 200,000-car annual capa- 
city. 

The natural gas shortage in the De 
troit area shut down all industry there 
tor a month, and forced hundreds of 
supplier concerns in other industrial 
centers to close. When the gas was 
turned on again, steel was still short. 
Ford’s wide use of aluminum and other 
more expensive materials as a substitute 
for steel, although the company is in 
the best position in the industry as far 
as steel supplies are concerned, did not 
suffice. Shortages of finished body sheet 
and strip at the Rouge made headlines. 

This year’s estimates for prospective 
military demand for steel has tapered 
since early and mid-year 1948 guesses. 
Spokesmen for the larger companies, 
with few exceptions, expect the 1949 
steel supply to be not much less short 
than it was during 1948. Some have 
reason to guess it will be better. Secre- 
tary of Commerce Sawyer says he sees 
no change in the supply-to-demand re- 
lationship for finished steel before 
middle of 1950. ‘ 

The Ploeser Amendment to the Na- 
tional Draft Act, passed during the last 
hours of the late 80th Congress under 
the sponsorship of the chairman of the 
House Small Business Committee, 
would permit the Government to es- 
tablish mandatory priorities for steel. If 
administered, only tension between the 
Kremlin and Washington could deter- 
mine the degree to which it might af- 
fect the automotive industry. In any 
case, administrators of this provision 
would soon discover that the industry 
is composed of thousands of small busi- 
nesses as well as of a few giants. 

Labor wage rates are another sober- 
ing influence. 

Meanwhile, the industry is carefully 
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You’ll more than agree with other truck users that 
these brand new heavy-duty trucks are leaders 
from the word ‘‘go’’! e Choice of America year 
after year, they alone bring you the combined 
values. of 4-speed Synchro-Mesh transmission, the 
Splined Rear Axle Hub Connection, the Cab that 
**Breathes’’* and the Load-Master Valve-In-Head 
Engine, world’s most economical for its size! e 
They’re first-flight in features and in quality. Yet, 
here’s the one and only heavy-duty truck with 
3-WAY THRIFT—low operating costs, low upkeep 
costs and the lowest list prices in the entire truck 
field! e Call on your Chevrolet dealer today! 


*Heating and ventilating system optional at extra cost. : 


CHEVROLET MOTOR DIVISION, General Motors Corporation, 
DETROIT 2, MICHIGAN 


CHOOSE CHEVROLET TRUCKS FOR TRANSPORTATION UNLIMITED! 
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Joining the swing toward low skirts and blunt fronts, Nash 
innovations include extra sit-or-sleep roominess (twin beds 
for all sedans), dash panel gauges centered on steering post 


watching trends in productivity per 
man-hour. This dropped to depressing- 
ly low levels during World War II, but 
has come up since post-war production. 

Few of the plants questionnaired by 
Fores reported productivity near the 
pre-war level, and those few were 
where piecework continues. 

Throughout the industry labor lead- 
ers appear to be strongly entrenched. 
Administrative upsets in local unions 
are to be expected from election to 
election, but close observers feel that 
Walter P. Reuther is still sitting firmly 
in his saddle. 

Low productivity per man-hour ap- 
pears to be of no interest to labor’s top 
command, but at the shop steward 
level it continues to be a bane of pro- 
duction. 

The industry has at last assigned 
some of its best executives to handle 
management-labor problems. 

The rubber industry of the nation 
figures upon about $3% billion in sales 
for 1948. About 60% of the rubber con- 
sumed goes into the manufacture of 
tires and tubes—which are currently in 
plentiful supply. 

During the war years the industry 
made great strides in synthetic mate- 
rials. Men in a position to know are 
sure they have barely scratched the sur- 
face of possibilities of these new mate- 
rials. It is conceded that “test tube 
rubber,” materials synthesized to order 
and “tailor-made” to perform specific 
tasks, will have tremendous automotive 
and other uses as more is learned of 


the behavior of molecules. 

Federal law, in effect 
through June 30, 1950, 
calls for maintenance in 
operation, or in standby 
condition, of plants capable of pro- 
ducing 600,000 tons of general purpose 
and 65,000 tons of special purpose syn- 
thetic annually. Minimum annual syn- 
thetic consumption has been set at 
222,000 tons, of which 200,000 is gen- 
eral purpose material. 

In the last year sales of a newcomer, 
foam rubber products, reached $30 
million, a gain of $10 million over 1947. 

Most producing companies are sure 
this product has a promising future in 
many industries. 

United States Rubber Co. is not only 
making this material, but had com- 
pletely fabricated mattresses in dealers’ 
retail stores before the end of the year. 
About half of the new $10 million plant 
of Goodyear Tire & Rubber in Akron 
will be devoted to manufacturing this 
material for the automotive, mattress, 
and furniture industries. Firestone Tire 
& Rubber has already completed a $1 
million addition to its Fall River, Mass., 
plant to make cushion material. 

A good deal of the $80 million post- 
war expansion of U. S. Rubber was for 
manufacture of synthetic compounds 
or those consisting of synthetic material 
and small amounts of natural rubber, 
and of this probably $50 million has 
been for plants and equipment for mak- 
ing innumerable non-automotive prod- 
ucts, many of them destined to become 
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household words, as have cellophane, 
rayon, and nylon, Practically every rub- 
ber manufacturer has embarked, to 
some degree, in this field. Firestone, 
with a considerable record in automo- 
tive steel products with a subsidiary, 
is one of the country’s major producers 
of steel beer kegs, and is firmly estab- 
lished in the stainless stee] business. 
Much of the excellent earnings rec- 
ord of B. F. Goodrich Co. during the 
last few years is attributed to profitable 
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business in chemicals and other non- 
automotive products. U. S. Rubber got 
into the fabric field to assure itself of 
tire cord, but has branched out into 
cotton and rayon fabric mills producing 
men’s and women’s clothing materials, 
and also is making weed killers and 
insecticides, dish-towels made of cot- 
ton and asbestos to impart a luster to 
dried dishes, glasses, and silver. It has 
a 99%-air-1%-synthetic-material for in- 
sulation. Chairman Herbert E. Smith 
and his associates are counting on this 
diversification of product to level out 
earnings in face of the seasonal ups and 
downs of normal automobile produc- 
tion. 

John F. Collyer, Goodrich president, 
also points to the non-automotive field 
as a future for rubber products. He ex- 
pects rubber and synthetics to be far 
more important in non-transportation 
fields than ever before. The company 
has an enviable record in those lines. 

Automotive securities are subject to 
wider price swings for common shares 
than is the securities market as a whole. 
In general, they are not rated as con- 
servative investments, although many 
investment portfolios consider General 
Motors and Chrysler good buys when 
prices are low, because of their excel- 
lent dividend records and the diversi- 

(CONTINUED ON PAGE 59) 
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Prmoteum-peniven kerosene ushered in 
the Petroleum Era in the 1860’s. Wherever 
kerosene was sold, lamps of brass went 
with it. 

Today, the uses of copper and its alloys, 
bronze and brass, continue this tradition of 
interdependence. Every year this progres- 
sive industry uses millions of pounds of 
copper in the form of brass mill products 
and electrical wire and cable. In the vast 
refining plants producing gasoline and 
other petroleum products, copper is seen 
in almost every step of the processing. 

In refining oil, operating conditions are 
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severe on the metals used for condensers, 
heat exchangers, and many other types of 
processing equipment. Sometimes liquids 
and vapors involved are strongly corro- 
sive. Temperatures and velocities often 
run high. Corrosive chemicals are fre- 
quently used to neutralize objectionable 
elements. 

That’s where copper comes in, for it is 
copper alloys that combine most effectively 
the desirable properties of strength, work- 
ability, freedom from rust, high thermal 
conductivity, and high resistance to many 


corrosive agents. ae 
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Chemicals 


(CONTINUED FROM PAGE 34) 


net earnings (after taxes) for the first 
half of 1948 as compared with *47, has 
additions and plant expansions under 
consideration running to $5-or-$6 mil- 
lion during the next two years. 

“The products that interest us are 
within the purview of our present line 
of manufacture,” says B. R. Armour, 
Heyden’s president. “In other words, 
we are planning a greater efficiency in 
our present production, while striving 
to diversify our finished goods. In so 
doing we shall utilize some of our own 
output as raw materials. 

“We're spending from two to two- 
and-a-half cents out of our 1948 gross 
sales dollar for research. We intend to 
match that performance in 1949. 

“Our present investment of more 
than $16,000 per employee will be pro- 
portionably swelled by plant facility ex- 
pansion which, together with appur- 
tenant working capital, is causing us to 
contemplate $6-8 million of new finan- 
cing in the near future. 

“I expect that our production costs, 


in particular labor and some raw mate- 
tials, will be on the upmove for 1949. 
I'll qualify this by adding, ‘from all 
current indications.’ Hence our prices 
may face a general mark-up, due to 
the possible increase in costs. Yet the 
law of supply and demand will come 
into play, so that less demand than pro- 
duction on any particular item will 
manifestly tend to lower that item’s 
selling figure. 

“While we are still in a sellers’ mar- 
ket for most of our products, there is 
daily indication that this market in cer- 
tain lines is changing to a buyers’ mar- 
ket, as production catches up with de- 
mand. 

“It's too early to know how contem- 
plated defense measures will affect the 
industry. Nevertheless, based on my 
past experience, these measures will 
have an effect in proportion to the sum 
spent by government. I see no reason 
why there should be any change in our 
normal program unless conditions of 
real emergency force a switch-over to 
emergency measures. 

“I'm of the opinion that the Euro- 
pean Recovery Program will have no 
effect on our business, the total pur- 


ee 


chases under this program having been 
relatively small. ; 

“In regard to labor relations, while 
we have no guaranteed wage plan nor 
are we considering one, we do have our 
own profit-sharing system for manage- 
ment, and we give bonuses to em- 
ployees who have made outstanding 
contributions to the year’s work.” 

“Colorful” among chemical compa- 
nies, 90-million dollar General Aniline 
& Film Corp. ranks next to Eastman 
Kodak in photographic film and second 
to none in dyestuffs. Its spokesman may 
therefore be justified in taking a bright- 
ly tinted view of 1949. 

“We're looking forward to a good 
year, from the standpoint both of earn- 
ings and achievement, possibly the 
best in our more than a century of op- 
erations,” declares Dr. Cary R. Wag- 
ner, operations ct er “Most 
provocative is our work with acetylene. 
which we're handling under high-com- 
pression at high temperatures instead 
of the usual pressure of ‘one atmos- 
phere.’ We're not ready to say much 
about this yet, the reason being that so 
many new products and processes re- 
sulting from our discoveries have got 


Chemicals and construction: High resistance to heat and molten metal affords a new use for 
carbon, this time in block form in the hearth and lower wall of a pig iron blast furnace 
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Model of the man-made molecule, melamine, 
one of the most versatile and interesting of the 
newer compounds of organic synthesis — the 
creative chemistry that will bring forth new 
materials to meet new needs as they arise. 


Molecules ...made to your measure 


Working with water, air, coal, limestone and others of the earth’s abundant materials, the chemist 


selects the atoms of oxygen, hydrogen, carbon and calcium as required to create molecules of entirely 


new, more purposeful and useable raw materials. 


From this great development of organic synthesis —the putting together of common elements—have 


come new drugs for the doctor, new insecticides for the farmer, new compounds of plastics and man- 


made rubber, new fibres and yarns for the weaver of textiles . . 


. indeed, a whole host of new useful 


materials “made-to-order” to meet specific requirements. 


And the surface has only been scratched on the possibilities for the future. Indeed, chemistry is 


destined to play a tremendous role in world 
recovery and fuller utilization of the world’s 
resources for the benefit of mankind. As a lead- 
ing manufacturer of chemicals, American Cy- 
anamid Company is working, through research 
and product development, to improve indus- 
trial processes . . . to increase the abundance 
of goods . . . to improve standards of health... 


to “mold the future through chemistry.” 
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us guessing. Anyway, when vur pilot 
plant at Grasselli, N. J.; is in full blast, 
we may have something as epoch-mak- 
ing as the first synthetics trom coal 
tar.” 

Authorities are in agreement that co- 
operation is the industry's master-key. 
This is used more consistently, it would 
appear, than in the average industrial 
field. Despite the acutest competition, 
no iron curtains of inter-company hin- 
drance have segmentized the industry. 
This is chiefly due to long-range plan- 
ning and interlapping activities to a de- 
gree that renders the companies poten- 
tially inter-dependent. The chemical 
maker never knows when he will have 
to SOS his brother researcher or com- 
pounder for this or that, with grueling 
loss as the alternative. 

Necessary co-operation breeds a 
spirit in the chemical world that makes 
for stability. Investment bankers bear 
this fact in mind when they warm up 
on the industry’s future. 

Such spirit is revealed in the respec- 
tive attitudes of opposite but not op- 
pugnant camps, organic and inorganic 
chemistry. Though the words are no 
longer strictly ee and no ma- 
jor company is exclusively in either 
realm, the organic crowd employs ma- 
terials of natural growth such as corn, 
while the inorganic chemists are occu- 
pied with non-living substances: sul- 
phur, etc. Yet the organic concedes 
perpetual and unshrinking room for 
the inorganic, and vice versa. 

“Biological processes,” says one high- 
ly-placed chemical executive, “can 
never be wholly superseded by syn- 
thetic. When Nature has done more 
than half the work, there is less than 
half for human hands to do. Three 
men can convert a whole shipload of 
molasses into alcohol and other prod- 
ucts. This state of affairs results in a 
low percentage of labor costs, but it 
raises the investment per worker to a 
high figure—something like $17,000 in 
our sector of the industry.” 

Front-seat investment bankers play 
up synthetic organic chemistry as the 
industry's fastest growing field, with 
particular reference to synthetics from 
petroleum and natural gas. 

“Offhand,” instances chemicals spe- 
cialist John Spence of Merrill Lynch, 
Pierce, Fenner & Beane, “there’s Carth- 
age Hydrocol’s current tryout at 
Brownsville, Tex., the synthesis of gaso- 
line from natural gas. (Texas Co. and 
seven other concerns are behind Hydro- 
col.) Because chemicals come in bar- 
rels and oil in tank cars, such activities 
tend to be titanic, from a chemicals 
standpoint. The primary aim is to pro- 
duce gasoline, but the sale of the by- 
products—the solvents, acetic acid and 
the like—is expected to play an impor- 
tant role in reducing operating costs. 


These by-products in turn beget a mul- 
titudinous offspring. 

“By 1950 the production of gasoline 
and other petroleum products from nat- 
ural gas may have a big impact on the 
solvents market. 

“Carthage Hydrocol, Inc. at Browns- 
ville, Tex.—to mention only one—is 
pushing a gas-synthesis installation to 


completion, while Pittsburgh Consoli-’ 


dation Coal Co., together with Standard 
Oil of N. J., is busy with coal on a pilot 
plant scale, seeking data to calculate 
cost of building a full-scale plant.” 

The catch in all this, Spence admits, 
is that until these plants are in com- 
mercial production their operators 
won't know actual costs. Highest-rated 
engineering firms agree with the com- 
panies’ engineers that the trick can be 
profitably done, but there’s a sub-catch 
—the price of tonnage oxygen. Com- 
mercial oxygen today is 99.5% pure and 
is expensive by the cubic foot. By the 
ton, 90 to 95% pure, it is cheap, > dew 
to the development of improved tech- 
niques for producing oxygen during the 
war. Oxygeneers are trying to get its 
cost down to between $3 and $4 a ton, 
at which figure the gas-coal-gasoline 
gambit may prove financially success- 
ful. 

The entrance of petroleum onto the 
chemical stage is considered the biggest 
act in the industry’s current show by 
many authorities consulted, includin 
A. J. Fisher, Jr., manager of chemica 
sales development, U. S. Industrial 
Chemicals, Inc. A dramatic sequence, 
he thinks, is growing out of his com- 
pany’s contract with Stanolind Oil and 
Gas, subsidiary of Standard Oil Co. of 
Indiana, to take all the chemicals— 
otherwise known as by-products—from 
Standard’s first synthetic _ gasoline 
plants, operation of which is scheduled 
for *49. 

Next in importance, Fisher ranks the 
spectacular growth of synthetic deter- 
gents. He looks for this growth to con- 
tinue at an accelerated pace. Not far 
behind in rate of increase are the syn- 
thetic fibers, such as rayon and cel- 
anese. 

Lastly, he is much impressed with 
the upthrust of plastics. Here, though 
the total is increasing, Fisher foresenses 
readjustments. He also feels that plas- 
tics have suffered from over-production, 
with makers and users trying to “get 
out of them more than commonsense 
warrants.” 

The industry’s outlook is “confused 
by politico-economic factors,” in the 
opinion of J. G. Park, vice-president, 
Enjay Co.,, Inc., the chemical products 
marketing affiliate of Esso Standard 
Oil Co. 

“Petroleum’s unit profit is so smal] 
that only a big volume can save the 
situation, which is meanwhile made 
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delicate and hazardous by that very 
circumstance. 

“We are squarely faced with another 
dilemma. There are two r i 
sources of -chemicals, organic or fer- 
mentative, and mineral or coal-and- 
petroleum. The first hinges on agricul- 
tural prices, the second on the interna- 
tional crude oil situation. Because of 
competitive positions between the two 
categories, we oil men, from a chemical 
products standpoint, are at the mercy 
of events over which we have no con- 
trol. 

“Incidentally, petroleum itself, a 
‘natural mineral, may some day be pro- 
duced synthetically.” 

Park cherishes a “mild optimism” as 
to the chemical industry’s 1949 pros- 
pm Barring war perils and the like, 

e sees a growth-pressure that shows 
no signs of diminution. 

An important and rapidly enlarging 
sector of the chemical craft is con- 
cerned wholly with life processes. For 
example, the long-established Charles 
Pfizer & Co. is outgrowing its avy me 
quarters while trying to supply the de- 
mand for penicillin and similar anti- 
biotic health-helps which tiny captive 
organisms are turning out. 

“The general trend in antibiotics,” 
says Pfizer Biochemical research chiet 
Jasper H. Kane, “is towards new prod- 
ucts rather than an increase of the old 
—particularly towards those useful in 
combatting human diseases not yet af- 
fected by our present formulary. Peni- 
cillin itself, far from obsolete, is being 
supplemented by novel forms of bae- 
teria destroyers that we are striving to 
develop. 

“Specifically, the search is chiefly for 
antibiotics fatal not only to bacteria but 


.to viruses, such as those that cause 


polio, influenza and the common cold. 

“A universal antibiotic? No sign, that 
we can note. 

“Some, such as Lederle’s aureomycin 
(a gold-coiored compound) and Parke, 
Davis’s chloromycetin, seem to be ef- 
fective against certain viruses as well 
as bacteria, but there’s nothing that 
will sweep the body clean of both. 

“Naturally, we at Pfizer’s glimpse .a 
great future for organic ferments— 
‘molds’ and ‘bacteria’ in popular par- 
lance—with antibiotics out in front. The 
molecular and atomic structure of anti- 
biotics is being studied intensively 
here, at other laboratories, and at vari- 
ous universities. If we learn how these 
are actually put together, there’s no 
telling where they'll lead us.” 

Asked if he thought the chemist of 
the future would have all his work 
done for him by microscopic robots, 
Kane smiled. 


“Not within my range of vision. It’s 
something to be reckoned with, none- 
theless, particularly where certain ex- 
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tremely complex substances are in- 
volved. 

“The most exciting thing about anti- 
biotics is the economic vista they open 
up. Think of the enormous. working 
time lost every year because of influ- 
enza and the common cold. Well, some 
day scientists may summon the colds 
nemesis from their test tubes. The eco- 
nomic effect of this salvage would be 
incalculable.” | 

Ferrous gluconate, readily assim- 
ilated by the body, is another new 
Pfizer development which shows much 
promise in the treatment of various 
anemias, a condition more common 
than is generally realized. 

Bumps and pitfalls are seen here and 
there in the prevailingly rosy forescape 
for chemicals. Most of these center 
around the far-from-imaginary specter 
of over-expansion. 

“Take phenolic (molded) resins,” 
says research director John R. Skeen of 
Foster D. Snell & Co., consulting chem- 
ists for a number of large corporations. 
“They're the ones that have been doing 
such heavy duty among housewives, to 
say nothing of adding strength and 
glamour to telephone instruments. 
Theirs has been the most amazing ex- 
pansion of any single chemical.” 

As a result, he thinks, too much ca- 
pacity for the resins’ requisite, pheno- 
lics, has been planned or installed. For- 
maldehyde being required to react with 
phenol, a corresponding increase in 
these facilities has been undertaken. 
This, in turn, has necessitated expan- 
sion for production of methanol, for- 
maldehyde’s major raw material. 

“An inverted pyramid is being cre- 
ated,” says Skeen. “A relatively slight 
slackening of consumer demand for 
phenolics would topple the whole struc- 
ture.” 

He waxed eloquent on the subject 
of plywoods. These may either be im- 
pregnated with the requisite gluey sub- 
stance and the sheets stuck together 
(usually three to six) under heavy 
pressure, or they may be com-preg- 
nated—simply + te together under 
pressure by means of the binding resin. 
Operating capacity for plywood com- 
pounds has increased more than three- 
fold from pre-war figures. In 1949 it 
will be 427 million pounds, by 1951 
will doubtless top 500 million. 

“Prices have gone up less in the 
chemical field than throughout the in- 
dustry as a whole, taking pre-war lev- 
els as a basis,” declared F. Eberstadt 
& Co.’s Clayton Du Bosque, vice-presi- 
dent of the Chemical Fund, Inc. 

His statement is borne out by Fed- 
eral Reserve industrial indices and by 
those at the Bureau of Labor Statistics. 
According to these compilations, the 
index for chemicals and allied products 
rose from 76 in 1938 to 134.8 in the 
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best way 
put out a fire 


Put it way out—out of the attic and into 
the alley, before it ever gets started. Keep 
closets, attics and cellars clear of rubbish 
and oily rags. This is how you can help 
prevent the thousand home fires a day 
that kill 5600 persons annually in the 
United States. 

When fires do start, a quick way to 
snuff them out is with carbon dioxide, 
familiar to you as “dry ice.” Released 
from the extinguisher in a frosty cloud, 
carbon dioxide drives oxygen away so 
fire can’t live. In one industrial test, 
carbon dioxide smothered 3000 gallons 
blazing oil in exactly 60 seconds! 

Besides its speed, carbon dioxide has 
many other advantages as a fire fighter. 


A gas, it spteads quickly to every nook 
and cranny where fire can lurk. It dis- 
sipates quickly, leaving no stains behind 
on woodwork and fabrics. It does not 
conduct electricity or injure machinery. 
It is convenient to use either in handy 
home extinguishers or elaborate auto- 
matic industrial systems. 

Carbon dioxide is only one of more 
than 200 CSC chemical products that 
industry utilizes to benefit, directly or 
indirectly, every American home, farm 
and factory. 
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Young Convectors are specified for modern 
hospitals because they are easy to keep clean, 
and provide a steady, draftless flow of heat 
at proper temperatures. Such qualities make 
them ideal also for homes, apartments, 
offices, public and commercial buildings, 
schools and institutions. Mail coupon now. 
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uniddle of 1948, while the index for 
all commodities went from 78.6 to 
164.4 during the same period. In other 
words, while commodities in general 
were going up 120%, chemicals were 
advancing only 77%. If adjusted to the 
fact that the overall average includes 
chemicals, the difference would be 
even greater. 

immediate trend of the industry as a 
whole, in the opinion of the chemical 
economist at a leading investment bank- 
ing house, is towards “a balance be- 
tween demand and production. As a 
corollary, 'd say we're approaching a 
time when plant expansion will begin 
to slacken. Already there’s a marked 
softening of demand in certain sectors. 
Plastics, for example, present a spotty 
market picture in a number of groups. 
On the other hand, some important 
areas, such as soda ash and sulphur, 
are still tight, and may continue so 
through next year.” 

Though paying respects to the star 
role of petroleum in today’s chemical 
scene, this expert showed concern over 
Standard Oil of Indiana’s decision, 
early in August, to abandon its exten- 
sive synthetic expansion program in 
Kansas for the time being, due to high 
construction costs. This might be 
symptomatic of a condition that would 
hold back expansion throughout’ the 
industry, he felt. 

Public acceptance has been so hearty 
for plastics and synthetic fibers that it's 
not surprising to find consultants still 
sharing this enthusiasm. Let's take a 
look at the foundation, the wherefores 
and probable whither of such optimism, 
beginning with plastics. 

Chemical strategy in the production 
of plastic materials is discussed by 
George S. Armstrong, New York indus- 
trial engineer and management con- 
sultant, in Vol. VII of his “Engineering 
Interpretation of the Economic and Fi- 
nancial Aspects of American Industry,” 
as along the following lines: “Continu- 
ing reduction of the costs of raw mate- 
rials and intermediates used; successive 
creation of materials, with either ex- 
clusive or superior properties and char- 
acteristics; constant improvement in 
workability and the extension in appli- 
cation of plastic materials already com- 
mercially established. . . . When the 
different types of plastic materials and 
the enormous range of the possible 
combinations of their several constit- 
uents—namely, binders, fillers, plasti- 
cizers, pigments, accelerators—are con- 
sidered, it is not surprising that in the 
aggregate the individual formulations 
in which these materials are available 
have been estimated to number over 
5,000.” 

Nearly half of this family’s post-war 
bulk is ticketed for electrical and radio 
uses. Packaging, textiles (chiefly coat- 
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ing), transportation, housewares and 
hardware, novelties, toys, and business 
machines absorb, the remainder. Furni- 
ture is considered an immediate possi- 
bility with its half-bilion-dollar annual 
wholesale volume. 

Derived from ton-measured sources 
—coal, natural gas, petroleum, wood, 
air and water—plastics are still rela- 
tively high-priced and are sold by the 
pound. The industry’s wise men are 
waiting until, as a result of continually 
improving techniques, consumption 
goes up and prices go down to a point 
where plastics, too, will be ton-dealt. 
This goal may be reached some time 
next year. 

The synthetic fiber look-ahead has 
exhilarating features. 

Competent authorities see more than 
one billion pounds of rayon and allied 
products, valued at above $500 mil- 
lions, as 1949’s consumption in the 
United States. To meet this demand, 
some 1,175 million pounds of effective 
capacity is at present available. But 
here’s the rub on the situation: Euro- 
pean production of rayon has fallen off 
at least a billion pounds since 1941. A 
great vacuum has thus been brought 
into being, which sooner or later our 
manufacturers will have to fill to an un- 
known extent. Even assuming that do- 
mestic consumption does not increase, 
a large expansion of productive capa- 
city will be called for. And we have 
already noted a hold-up of construc- 
tion-expansion in certain chemical 
areas, 

However, there’s always the ee 
bility of newly created synthetic fibers. 
with less costly processes and raw ma- 
terials. All these considerations keep 
consulting experts from detecting any 
nearby barriers for the synthetic fiber 
industry. 

A good sample of a chemical com- 
pany that has managed substantially 
to improve its post-war net sales, net 
income before and after taxes, net fixed 
assets, capital structure and common 
stock dividends, is International Min- 
erals & Chemical Corp. It has also in- 
creased its total employees’ ‘compensa- 
tion by some 50% since 1945, and still 
maintains a strong working capital posi- 
tion. 

Sales and earnings for 1948 are re- 
ported as exceeding all previous rec- 
ords. Earnings are currently 30% ahead 
of 1947, “reflect the policy of greater 
diversification and expansion” em- 
barked upon several years ago. Confi- 
dent outlook is justified by this very 
policy, which led a concern originally 
turning out fertilizers and phosphates 
into the making of “cooking powders” 
to give foods a more intense and meat- 
ier flavor. The company recently 
erected a plant in San Jose, Calif., to 
manufacture this substance, in addition 
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to its operating plant in Rossford, 
Ohio. Monosodium glutamate is the 
technical moniker, but International 
and two or three other makers market 
it under various trade names. This 
product is expected by its several man- 
ufacturers to gross more than $20 mil- 
lion this year. 

Is this a forerunner of chemistry’s 
further entry into the kitchen to make 
a wider variety of foodstuffs edible 
and palatable? 

As an outcome of many talks with 
chemical manufacturers, consultants 
and investment specialists, a composite 
portrait emerges. 

The industry today is concerned with 
the need for liberal expansion during 
the next two years. It is spending at 
least 2% of its gross income on research, 
mainly in quest of new products within 
its normal purlieus. Investment per 
worker is around $15,000 and rising. 

Increased capital requirements are 
anticipated, to meet which new financ- 
ing (most likely preferred stock) is 
contemplated in 1949. Relatively small 
debt, large working and equity capitals, 
and inventories substantially lower than 
normal lend stability to the industry's 
corporate structure. 

No great change is looked for in 
working capital provision during the 
twelvemonth, nor are depreciation and 
obsolesence provisions to be revised. 
Dollar value of sales is over three times 
the 1936-9 average. Productions costs— 
raw materials and labor—are expected 
to go up this year, with inflation as the 
lifter; though some of the bigger com- 
panies play down the idea of inflation 
up-spiraling. 

Impact of the Marshall Plan will be 
mainly indirect. No great amount of 
chemicals will be exported as such. 
Products using chemicals in their mak- 
ing will be sizeably shipped, subject to 
restrictions that protect short supplies. 
On the other hand, increasing atten- 
tion is being given in certain quarters 
to the building up of exports. 

Because chemicals come nearer to 
“making themselves” than other major 
products, the industry is the better able 
to satisfy worker demands and labor is 
less of a problem. Guaranteed wage 
plans and profit-sharing systems would 
seem to be viewed as possibilities afar, 
although pensions and bonuses are 
widely operative. 

The representative chemical consul- 
tant freely admits that there are “soft 
spots” here and there in the market for 
his clients’ wares. In a word, he .notes 
the beginnings of a limited shift from 
a sellers’ to a buyers’ market, yet he 
is unworried. The scope of chemicals 
is so varied and the happenstance of 
research so benign that he would not 
be too concerned if buying pressure 
eased a bit on certain items. He is sure 
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that chemicals and allied products will 
never go a-begging. 

In common with almost every man- 
agement group, chemical people con- 
sider rising cost ratios the real lions in 
the path. With few exceptions, and 
only in specialized items, profits are not 
keeping pace with rising sales. Contra- 
wise, the industry is so protean in its 
forms, so flexible, so resourceful with- 
in itself, that this widening disparity 
between sales and earnings is looked 
upon as a temporary phase. 

The chemical industry, says Past 
Performance, never flattens out. Step 
on it in one place and it rises in an- 
other. 

Banking interests evince more con- 
cern than does chemical management 
over operating and construction costs. 
Abandonments of certain expansions in 
synthetic gasoline projects, with ex- 
cessive construction costs as the avowed 
reason, have been noted as negative 
signs by the money men. Bankers are 
also on guard against saturation symp- 
toms in certain quarters. 

Giving due weight to plus and minus 
factors in chemicals, financial experts 
are nonetheless optimistic. 

Says a senior official of a first-caliber 
chemical-minded New York bank: “The 
industry is financially and operatively 
strong. It is assured of its own future, 
as is evidenced by present ambitious 
programs for plant expansion. Its rec- 
ord and growth warrant such confi- 
dence. Equities in well-entrenched and 
highly-diversified chemical companies 
have sound investment merits.” 








NEW-STYLE BANK 





Reminiscent of a modern-styled night 
club, this unique building is the newly 
completed bank in the 400-population 
town of Sister Bay, Wis. Designed by 
the Chicago Bank Equipment Co., the 
floor-to-ceiling picture windows pro- 
vide customers a beautiful view of 
Green Bay—from comfortable easy 
chairs arranged around the lobby fire- 
place. Other novel features include 
acoustically-treated ceilings, rubber tile 
floors in a red-gold checkerboard pat- 
tern, fluorescent lighting. 
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The migration of industry inland 
and the desire of high government 
officials to disperse critical pro- 
ducers across the country, more than 
ever before makes the State of 
Missouri an ideal industrial location. 


> When you establish your factory 
in Missouri you are in the very 
heart of the. great Mid-Continent 
Area, the richest and most productive 
area in the United States! You are 
just between the geographical and 
population centers of the Nation. 


> This great Mid-Continent Area 
has 47% of the population of the 
U.S.... 65% of the farms .. . 68% of 
the total U.S. value of livestock and 
livestock products sold...45% of 
the net effective buying income. 


> No location offers greater ad- 
vantages in improved transportation 
facilities... closer proximity to rich 
markets and a diversified raw ma- 
terial supply. 


These are but a few of the many 
advantages offered to industry of 
nearly every kind. 


Write on your letterhead for 
additional facts and information. 


MISSOURI DIVISION of 
RESOURCES and DEVELOPMENT 
Jefferson City, Missouri, or 
1809 G.St.N.W., Washington, D.C., Dept. 77-0 


WS missouri 


the Peart ox Pacercen 





Metals 


(CONTINUED FROM PAGE 37) 


Another new technique is the adop- 
tion of the pressurized blowing method 
in blast furnaces, in which Republic is 
pioneering. In this process, the furnace 
is sealed by a system of valves to re- 
tain the hot gases, instead of letting 
them escape freely into the air. These 
valves build a much higher tempera- 
ture within the furnace in a shorter 
time and raise the production of pig 
iron by 20%. 

Even more promising for cutting 
costs is Republic's well-advertised revo- 
lutionary method of single-step casting 
of steel, which would do away with 
blooming mills and soaking pits for a 
large segment of the steel industry. As 
yet the method is in the experimental 
stage. 

Other companies, especially U.S. 
Steel and Bethlehem, are experiment- 
ing with the refining of low-grade ores, 
to be prepared with low-cost methods 
by the time they may be forced to turn 
to these ores, perhaps 15 years from 
now. 

Bethlehem Steel, through one of its 
partially subsidiary companies, the 
Erie Mining Co., has actually begun to 
set up a plant near Aurora, Minn., 
which is designed to turn out a finished 
product from the magnetic taconites 
(about 25% iron content against 50% in 
Mesabi ores) in sufficient quantity to 
make possible a full blast furnace test 
with this material. 

If adequate profits do not accrue to 
the steel industry, it will not be because 
its leaders are overlooking any factors 
that will conduce to greater efficiency 
of operation. 

In this, of course, is to be included 
the vast program of post-war expan- 
sion initiated by the industry since V-] 
Day. With more than $300,000,000 al- 
located for 1949, total expenditures will 
amount to more than $1,700,000,000. 

When the program is completed the 
steel-making capacity of this country at 
96,418,460 tons will be greater than 
at its peak during World War II, when 
it reached a 95,505,000-ton capacity. 
It will also be more efficiently produc- 
tive. 

These expansion and modernization 
plans have been universal in the indus- 
try, comprising companies both large 
and small. While the giant of them all, 
U.S. Steel, with annual sales of $2,- 
123,000,000 in 1947, has earmarked 
over $900,000,000 for expansion in the 
last three years, a smaller company, like 
Jones and Laughlin, with sales of 
$350,100,000, earmarked $200,000,000, 
which will add 20% to that company’s 
producing capacity. Then, a non- 


integrated company, like Allegheny 
Ludlum, with annual sales of only 
$106,610,000 in 1947, appropriated 
$24,000,000. And so the record goes 
throughout the industry. 

One factor should be taken into con- 
sideration with this program of expan- 
sion: it has used up a lot of steel to 
create capacity. When completed, it 
will exert a double action on the tight 
market for steel. It will relieve pres- 
sure by ceasing to be a competitor with 
the other ordinary consumers of steel 
and will at the same time make the 
country’s supply of steel intrinsically 
larger. 

This need not necessarily mean eas- 

ing of the tight situation in 1949 and 
the disappearance of the steel “gray 
market.” If the situation in the so-called 
cold war becomes more tense, then de- 
mand for steel for defense measures 
will continue to tighten up the market. 
One development that surprised most 
people is that the demand for steel for 
the Marshall Plan fell below expecta- 
tions. It is nét likely to be as large as 
expected in 1949. There is a valid 
reason. 
‘ In the first half of 1948, steel ex- 
ports from this country were 25% less 
than in the similar half of 1947. This 
is because between the two periods the 
steel output by Great Britain and seven 
European steel-making nations had in- 
creased nearly 5,000,000 tons. It’s ex- 
pected to increase still further this year. 
According to the American Iron and 
Steel Institute, exports in the first halt 
of 1948 took a lower percentage of to- 
tal steel shipments than in any year 
since 1939, only 7.62% against a pre- 
war yearly average of some 5%. 

Vice-President Austin of U.S. Steel 
stated last January that if an additional 
19,000,000 million tons of finished 
steel that were not produced in the 
previous two years, because of work 
stoppages and other reasons, had been 
available “the steel industry would have 
accomplished its dual post-war task, 
and a proper balance between supply 
and demand in most steel products al- 
ready would have been achieved. A 
balance has already been reached on 
certain steels and alloy products, and 
there is further evidence that during 
1948 additional steel products will be 
in adequate supply.” 

Events in 1948 have generally proved 
Austin’s predictions right. The course 
of the cold war, therefore, seems to be 
the determining factor whether the 
post-war sellers’ market in steel is 
about to end. 

To the investor, the steel industry 
presents the picture of one catering to 
the vital needs of the country, and 
therefore an essential industry. As such, 
it has not over the years measured up 
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in earnings commensurately with its es- 
sentiality. 

This is mainly for two reasons: (1) 
because, catering to a vast popular mar- 
ket, it is plagued with the necessity, 
common to all such industries, of keep- 
ing its prices at a minimum for an over- 
whelming proportion of its products; 
(2) it seldom enjoys a sellers’ market 
because its capacity is geared to peak 
demand—not to average. Conditions of 
the last two years are abnormal for the 
past, and the consensus of opinion this 
writer has gathered is that they are not 
a pattern permanently for the future. 

In choosing between various compa- 
nies the investor is forced to consider 
many factors, other than those of past 
earnings. The question whether the 
company has fitted itself to meet the 
challenge of rising production costs 
with modernized equipment and the 
newer techniques is vital. Another 
question is ‘the type of product that is 
the company’s chief source of income. 

By and large the earning records of 
the fully integrated company have been 
more consistent than those concen- 
trating on a few special products, in- 
cluding some of the alloy companies. 
But among the integrated companies 
there are some which lean heavily on 
certain special types of products. Thus 
some companies are highly geared to 
turn out products going into the build- 
ing trade; others tend to concentrate 
on light products such as sheets, etc., 
that the automotive industry wants; 
others will be turning out rails or other 
material principally aiming at the rail- 
road trades. 

The investor would be well advised 
to weigh the extent and the stability 
of the principal market of even an in- 
tegrated steel company, if it heavily 
specializes. 

One thing should always be kept in 
mind about steel: there will always be 
a demand for it. 

Some of the other metals are men- 
aced by substitutes, but steel is so ver- 
satile in its uses by itself, and it com- 
bines so easily with so many other 
metals to form an infinite variety of 
alloys, that T. M. Girdler, chairman of 
Republic Steel Corp., was only express- 
ing a truism when he declared in Octo- 
ber to the Association of Iron and Steel 
Engineers that the industry “needs sup- 
port and understanding as it faces the 
necessity of maintaining its present oa- 
pacity and extending it . . . when costs 
of upkeep and _ replacement have 
reached unprecedented heights,” be- 
cause “though other metals may find 
a wider use than they have in years 
past, this will in no way interfere with 
the need for steel.” 

As to these other metals, all of them, 
put together, account for less than 10% 
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It’s no different 
with us— 


The “High Cost of Living” hits 
a steel company, too 


Some people get the idea in a period of high prices that it’s only 
their own living expenses that are greatly increased. 


Businesses, they think, aren’t affected—and all that happens to a 
company, like National Steel, is that it is more prosperous. 


Well that’s, of course, not true. 
We, and all other steel makers, have high-cost-of-living problems. 


For example—it costs about $16,300,000 today to build a blast 
furnace and auxiliary facilities that would have cost only $6,000,- 
000 in 1939. 


Buildings to house steel-making machinery cost double what 
they did ten years ago and most of the machinery costs three 
times as much. 


Moreover, what we used to get for $1.00 now takes the following 
amounts: 


Repairs and Maintenance.............++.+- $1.74 
Wages (Average Hourly)....... oereccovocs 2.04 
PE ERS S6Ne Keener sce ceneusconsescoeeese 3.15 
DOE DOU GED DONE os ccc csecescecesescse 2.43 
PE BEebkeccercncvervecedooncesevesvonee 2.09 
PA GNned Sa KEN ES CAKeedeANenerseeederess 3.41 


In the face of these high costs we’re having to do more. We’re 
having to expand our business to make more steel for our country 
—for its new buildings, for its new machinery, and for all the 
things people need that are fabricated from steel. 


We’re having to add to our facilities to make more steel to help 
rebuild war-torn countries. 


And we're having to make more steel to be used in our national 
defense program. 


So we, and our fellow steel makers, can’t sit down and wait, 
hoping prices will drop. We have to go ahead—so that America 
will go ahead. Sincethe end of the war, National Steel has put 
almost $100,000,000 into plant and facility expansion—more, 
we think, in proportion to its size than any other steel company. 
And we’re going on in 1949 at an even greater rate. 


In the meantime, while steel prices have gone up, they have not 
come within 45 % of the national average of price rises. 


Steel is still cheap by comparison. 


We cite these things just to let America know that we're in no 
different a spot. We’re just like millions of our fellow citizens— 
doing all we can to help keep America strong and prosperous— 
the best place on earth to live. 


NATIONAL STEEL 
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National Steel Corporation is the fifth largest 
producer of steel in the United States, 
Among the companies it owns and operates 
are the following major divis:ons: 


WEIRTON STEEL COMPANY, Weirton, West Vir- | 
ginia. World’s largest independent manufac- 
turer of tinplate and producer of a wide range 
of steel products. 


GREAT LAKES STEEL CORPORATION, Detroit, 
Michigan. With the only integrated steel mill 
in the Detroit area—exclusive maker of the 
famed Quonset buildings—produces special 
Steels and a wide range of carbon steel products. 


HANNA IRON ORE COMPANY, Cleveland, Obio. 
Produces ore from extensive holdings in the 
Great Lakes Region—operates a fleet of lake 
ore boats to supply National Steel. 


THE HANNA FURNACE CORPORATION, Buffalo, 
New York. Produces various types of pig iron. 


NATIONAL STEEL PRODUCTS COMPANY, Hoxston, 
Texas. Operates warehouse and distribution 
facilities for steel products in the Southwest. 
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of the primary metal output of all types 
in this country. 

With the exception of magnesium, 
the demand for non-ferrous metals in 
1947 was greater than producing ca- 


Except in aluminum, the demand 
pressure has somewhat eased in 1948 
as supplies of many durable goods have 
worked into balance with demand, es- 
— the products of brass and wire 


Steve is, nevertheless, every indica- 
tion that the demand for non-ferrous 
metals will continue to exceed the pre- 
war annual demand for several years 
to come. 

Housing needs, for example, will take 
years to fill. For another, the electrical 
utility industry has a program of vast 
expansion in hand. 

An activated defense program will, 
of course, vitally affect the non-ferrous 
metals, and lead to tightening of the 
civilian market. While the volume of 
consumption of non-ferrous metals in 
normal times, compared with the fer- 
rous, is small, the proportion of that 
volume which is essential for an active 
defense program is far greater in the 
case of most of them than in the case 
of ferrous metals. 

The demand for the alloy metals, for 
example, manganese, chromium, tung- 
sten, vanadium, molybdenum, etc., will 
become especially heavy. It will un- 
avoidably reflect itself in curtailment of 
civilian uses of these, all the more so as 
many of them are not produced in 
quantities within the United States, and 
there has been as yet practically no 
stockpiling of them, despite their criti- 
cal value for defense. 

The United States imports only a 
minute proportion of its consumption 
of iron ore, whereas we have to rely 
on other countries for a large propor- 
tion of our supplies of the non-ferrous 
metals. 

Thus the United States produces no 
tin of its own. It produces practically 
no nickel, only 646 tons in 1947, 
against an estimated consumption of 
about 60,000 tons. At one time, until 
about 1930, the United States domi- 
nated the world in copper. Today it 
cannot supply its own needs, and in 
1947 had to import 322,307 tons to 
supplement its own production of 874,- 
000 tons. Last year it produced 375,267 
tons of lead and imported 231,008 tons. 
It produced 624,809 tons of zinc and 
imported 369,347 tons. 

Because of the heavy reliance of the 
non-ferrous industries on foreign sup- 

lies the demands of an enlarged de- 
oad program, with the needs for 
stockpiling, could create an acute short- 
age of supplies of non-ferrous metals 
for civilian goods in 1949. 


Another distinguishing feature of the 
non-ferrous metals is the vulnerability 
of their markets to raids from substi- 
tute materials. Thus copper has been 
all but eliminated by aluminum in the 
field for high voltage power transmis- 
sion cables, Similarly, zinc is meeting 
with fierce competition from aluminum 
in the building trades, especially in 
such lines as roofing materials, etc., 
where galvanized sheets once domi- 
nated. Lead is being challenged in the 
pigment field by the important new 
metal titanium and, in plumbing sup- 
plies, by nickel, aluminum, and even 
plastics. Electrolytic tinplating of sheet 
steel is cutting down the former uses 
of tin. The lightness of magnesium is 
a menace to the supremacy of alumi- 
num, once technical manufacturing 
wrinkles are overcome. 

It is this vulnerability of their re- 
spective markets to attack from substi- 
tute materials that is the main draw- 
back to the permanency of high prices 
in the non-ferrous metals industries, 
and could seriously affect earnings of 
the non-ferrous metals companies once 
the present urgent demand for goods 
has been satisfied. 

The price of copper at 23%¢ is apt 
to make one forget that it’ was only 
5%¢ in the 30s, to which it had dropped 
from a 20¢ level a decade before; the 
price of lead at 21%¢ is stratospheric 
contrasted with a fraction under 4¢ in 
1938; and so is the price of zinc at 
over 16¢ compared with under 3¢ 15 
years ago. 

When the pressure of demand is 
gone, these metals will be engaged in 
cut-throat competition with one an- 
other, or, for example, with aluminum, 
which at 17¢ a pound is still below its 
pre-World War II level and not at the 
soaring heights of most of the copper 
base metals. 

While all the principal non-ferrous 
metals are enjoying unprecedented 
peacetime demand, the most spectacu- 
lar achievements have been recorded 
by,the aluminum industry. 

From a primary capacity of 350,- 
000,000 pounds in 1939, aluminum’s 
1948 output will exceed 1,200,000,000 
pounds. 

Roy A. Hunt, president of the Alumi- 
num Co. of America, observes: “The 
amazing thing about the aluminum 
business today is the unprecedented 
demand that has developed for the 
metal since the war. Although new 
peacetime production records have 
been set and broken in each succeed- 
ing post-war year, the supply today 
cannot keep up with the abnormal de- 
mand.” 


The aluminum industry is a concen- 
trated field, with ingot production 
shared by the Aluminum Co. of Amer- 


54 


ica, Reynolds Metals Co., and the Per- 
manente Metals Corp 

In the case of the other non-ferrous 
metals, the fabricating field is shared 
by hundreds of small concerns, but 
there are in these, also, overtowering 
organizations that dominate both the 
processing of ores as well as the fabri- 
cation of the refined products. 

In copper and zinc, for example, the 
three largest domestic producers, Ken- 
necott Copper Co., Anaconda Copper 
Co., and Phelps Dodge Corp., operate 
giant wholly-owned fabricating sub- 
sidiary companies, such as Chase Brass 
and Copper, owned by Kennecott; 
American Brass, owned by Anaconda; 
and Phelps Dodge Copper Products 
Corp., owned by Phelps Dodge Corp. 

But there are also in the field large- 
sized independent units which are fully 
integrated manufacturing companies. 
Of these, possibly the best known is 
Revere Copper and Brass Corp., with 
annual sales running around $150,000,- 
000. Other similar independent com- 
panies are Bridgeport Brass Co., Muel- 
ler Brass Co., Ohio Brass Co., etc. 

In the case of the non-ferrous metals 
mining or refining companies, it must 
always be remembered, when consider- 
ing them from an investor’s standpoint, 
that almost invariably they handle a 
variety of metals, the relative import- 
ance of which at any one time has to 
be assessed in relation to corporate 
earnings. Thus: 


Anaconda Copper Mining Co. has a 
zinc production amounting to more 
than a third of its copper output, and 
a lead production amounting to about 
a tenth, not to mention lesser but still 
sizable production of a number of other 
metals such as silver, gold, manganese, 
cadmium, molybdenum, etc. 

International Nickel Co., as. well as 
being the world’s largest producer of 
nickel, also has a substantial output of 
copper, silver, etc. Similarly, the Amer- 
ican Smelting and Refining Co., the 
world’s largest smelter, handles not 
only copper but also, zinc, silver, ete. 

The non-ferrous metals industries are 
demonstrating their faith in the future 
of their industries and the continued 
growth of the United States by under- 
taking plant expansion and moderniza- 
tion programs commensurate, if one 
considers their relative size, with the 
iron and steel industry. 

The progressive pioneering spirit is 
still as alive as ever. 

The one dark cloud of the moment 
is the question of plant depreciation 
and replacement. Because of the ex- 
tremely heavy commitments of the 
metals industries in this respect, a 
proper solution of this problem is more 
important to the metals industries than 
to many others, 
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HORSEPOWER WITH A PEDIGREE 
X 


FOR A BETTER 
DAY’S WORK 


ON FAR IN FORESTS—IN OIL FIELDS—IN INDUSTRY AND ON THE HIGHWAYS! 


e Throughout America—the world, in fact 
—powered equipment is the cutting tool of 
progress. And in every place where gasoline 
engines are depended upon for flexible, un- 
failing power, you'll find Chrysler Industrial 
Engines—Horsepower With a Pedigree. De- 
signed and engineered to meet the particular 
needs of equipment manufacturers and users, 
Chrysler Industrial Engines are winning new 
fame—day in, day out—because they are 
built For A Better Day’s Work! 


> 


CHRYSLER 


INDUSTRIAL ENGINES 


INDUSTRIAL ENGINE DIVISION, CHRYSLER CORP., 12200 E. JEFFERSON, DETROIT 31, MICH. , 
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Petroleum 


(CONTINUED FROM PAGE 28) 


Colo., and is building a coal-to-oil unit 
at Louisiana, Mo. It is-also running lab- 
oratories and pilot plants at Laramie, 
Wyo., in oil shale, coal-to-oil at Bruce- 
ton, Pa., and a synthesis gas unit at 
Morgantown, W. Va. 

As a result of this experimentation 
it’s possible that legislation will soon be 
sought to provide funds for construc- 
tion of, commercial-size pilot plants us- 
ing both coal and oil shale as raw ma- 
terials. It is further contemplated that 
private concerns will build and operate 
such plants with the funds provided, 
probably by the RFC. 

The oil companies themselves are do- 
ing important and widespread research 
in synthetics. 

The action of such concerns as 
Standard Oil (NJ), joining with Pitts- 
burgh-Consolidation Coal in a study of 
coal gasification, points toward the ex- 
tensive use of coal as a source of gas 
and, eventually, use of coal to make 
the gas that can be translated into liq- 
uid fuel. 

Likewise, Alabama Power Co. and 
the U. S. Bureau of Mines are working 
on the problem of gasification of coal 


right in the ground. Gulf and Koppers 
are engaging in co-operative research 
and devéiopment of processess for the 
conversion of coal to gas and liquid 
fuels. Hydrocarbon Research, Inc., is 
also doing important work on coal- to- 
gas-to-liquid fuels. 

Another interesting development is 
Indiana Standard’s undertaking to con- 
vert natural gas into synthetic gasoline 
and oil through its subsidiary, Stanolind 
Oil & Gas Co. There is also a joint pro- 
ject financed by a group of companies 
whereby Carthage Hydrocol, Inc., is 
working on the same problem. 

Some other companies exploring the 
use of shale include Union Oil of Calif., 
Sinclair, Standard Oil (NJ), Shell and 
Phillips. Other instances of work being 
conducted in the synthetics field are 
Texas and Shell in coal-to-gasoline, and 
M. W. Kellogg & Co.’s teaming up with 
Cities Service in research on natural 
gas. 

Research going beyond that into syn- 
thetic fuels is also an extremely im- 
portant phase of the industry's progress 
toward establishing itself more and 
more upon a chemical foundation. Most 
of the larger companies carry on work 
seeking to improve all phases of their 
operations. And some majors—like 
Shell, for example—carry on a broad 


One part of a giant Shell fluid catalytic cracking unit, a major 


factor in modern refining operations. 


“Cat cracker” overhauling is 


a big job, takes a 300-man crew three weeks to check for repairs 
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program that impinges upon such other 
industries as automotive, aviation, plas- 
tic, rubber and chemical. The recent 
opening by its subsidiary, Shell Chem- 
ical Co., of a synthetic glycerine plant 
means a greater source of supply for 
such diverse consumers as paint, ex- 
plosives, cellophane, lacquers, food, etc. 
Even agriculture comes within the 
purview of oil industry researchers. 
These programs are long-range in 
scope. Texas Co., for instance, which 
has tripled research activity in a dec- 
ade, has another ambitious 10-year ex- 
pansion project under way. 

And, perhaps foreshadowing the 
atomic age, Socony-Vacuum has made 
a grant of funds to Massachusetts In- 
stitute of Technology for basic studies 
of nuclear fission and its engineering. 

Even some of the smaller, indepen- 
dent units, like Lion Oil, also derive a 
substantial revenue from petrochemical 
operations arising out of research. This 
lively company is only one of many 
currently devoting a great deal of at- 
tention to nascent opportunities in the 
development of products and by-prod- 
ucts from refinery and chemical plant 
operations. 

The industry is not stinting either in 
spending money to bring about an ade- 
quate supply-demand balance. Expen- 
ditures range from Jersey Standard’s 
multi-billion dollar program to the few 
millions of the marginal independent. 
Most companies are spending dollars 
at a rate commensurate with their size. 

All-important question posed by 
these expenditures is that of how the 
industry can meet its capital require- 
ments. 

Having spent in the neighborhood 
of $2 billion yearly during 1947-48, 
and with a comparable sum earmarked 
for 1949, it can be seen that current 
capital expenditures are unusually 
large, amounting to about one-seventh 
of the total outlay of American busi- 
ness. The oil man’s task is further 
toughened by the rise in the cost of 
conducting his business, coincident 
with the declining purchasing power of 
the dollar earned. 

Historically, the industry has been 
an exceptionally sturdy, self-reliant one 
as regards capital formation. 

Not lending much encouragement, 
businesswise, to the investment banker, 
nor affording the average investor a 
broad play when it comes to providing 
a new field for the placing of funds, it 
obtains the bulk of its capital from re- 
tained earnings, a sum representing 
about seven-eighths of its needs. Put 
another way, oil company stockholders 
have been contributing heavily to the 
industry's capital formation process. 
Apparently they'll continue to do so. 
According to a Chase Bank study, the 
proportion of retention of earnings has 
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How’ BIG is a gallon ? 


At Shell it includes work in 152 different kinds of jobs 





Combined efforts of the men and women in 
exploration, production, manufacturing, 
transportation, marketing, and research, 
make it possible for Shell to provide more 
than 1000 products from petroleum. 





Every man, woman, child: 


With petroleum products furnishing 48 percent of 
America’s energy—almost equalling all other sources 
combined — annual requirements are over 90 billion 
gallons... or 628 for each man, woman, and child in 
the country. Now, look at the effort needed to produce 
one gallon of Shell gasoline... 


Through the earth-2'4 times: 


Your gallon starts at Production, where wells are drilled 
and operated. Last year the industry drilled 20,000 
miles, or 24 times through the earth! Then comes the 
second big step, called Manufacturing, where refineries 
turn crude oil into liquid energy —the gasoline you use. 


Shell Oil Company 


Incorporated 
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Extra special delivery: 


Who moves the “crude” from fields to refineries, then 
starts gasoline off to you? Transportation, with trucks, 
tankers, trains, barges, pipelines, handles that job. Aad 
Marketing, the final link, sees that the gasoline you need 
is waiting at your Shell service station... 


All pulling together. 


A gallon of gasoline includes the work of each operating 
group, plus Shell Research, the essential ingredient. 
How big is a gallon? Measure it by the size of the job 
of making it—plus the convenience, comfort, health, 
and mobility which petroleum means to you. 


A forward-looking company serves all 4: 


1. Consumer 


3. Employees 


2. Community 4. Shareholders 








shown a steady rise in the last decade, 
going from about 43% in 1938 to an 
estimated 65% in 1947. ; 

A keen insight into the financial op- 
erations of the oil industry is provided 
by Messrs. Pogue and Coqueron of 
Chase National Bank, who, in the study 
referred to, have analyzed 30 oil com- 
panies representing two-thirds of the 
aggregate investment of the industry. 

Expenditures by these concerns for 
property, plant and equipment hit an 
all-time peak of $2,076,000,000 in 
1947, latest year for which figures 
are available. Capital extinguishment 
charges were only $867,000,000, leav- 
ing $1,209,000,000 to be provided for 
cut of net income and other funds, as 
follows: from reinvested earnings, 
$821,000,000; from outside financing 
and other sources, $388,000,000. 

These companies obtained funds to- 
talling $682,000,000 during the year 
from outside sources, in the following 
proportions: 28% from public investors, 
44% from banks, 24% from insurance 
companies, 4% from other sources. 

Proceeds were applied as follows: for 
capital expenditures and additional 
working capital, 80%; for retirement of 
existing obligations, 20%. The great de- 
pendence of the industry upon its own 
operations for its capital needs is seen 
very clearly in the fact that during 


the period 1934-47 these companies 


generated internally $12,605,000,000, 
while capital expenditures amount to 
$12,710,000,000, practically a balance. 

One result of the industry’s not us- 
ing equity financing to the fullest ex- 
tent is that it forces increased -depen- 
dence upon corporate savings, the pe- 
troleum price level, and borrowing, to 
help secure capital for expansion. 

Contrasted with what they term an 
unreceptive equity market, many oil 
men find the prevailing low interest 
rate an inducement to borrow, espe- 
cially from insurance companies. 

But in view of the existing state of 
equity markets, current modes of fi- 
nancing are not always a matter of 
choice, say oil executives, but are 
forced upon them through circum- 
stances. The high technological plane 
prevailing in oil calls for a compara- 
tively higher capital investment than 
that of other industries. These require- 
ments are so high that large-scale ex- 
ternal financing could well unbalance 
the financial structures of some com- 

es. 

Besides, there’s fear. that financing a 
substantial portion of expansion with 
equity capital is not always feasible in 
view of the fact that this might dilute 
the equity of present stockholders. 
Many state that the inducement of new 
investment is often not attractive to the 
potential investor unless the offering 


price of stock is so low that present 
stockholders would be severely penal- 
ized. 

The experience of some companies 
with regard to capital expenditures and 
the wherewithal to finance them is 
highly illuminating. 

Take Standard Oil (NJ), for ex- 
ample. Its capital expenditure in 1947 
was the highest in history. Of the 
$426,000,000 spent, $183,000,000 came 
from net earnings, $143,000,000 from 
depreciation allowances, while $51,- 
000,000 came from the sales of assets, 
borrowing and miscellaneous sources. 
The remainder, $49,000,000, was drawn 
from savings, with the resultant reduc- 
tion of working capital by an equal 
amount. Consequently, with over $500,- 
000,000 scheduled for outlay in 1948, 
and a similar sum to be spent in 1949, 
the company decided to conserve cash 
by paying part of its 1948 dividend in 
stock. A declining ratio of current as- 
sets to current liabilities forced such 
conservation of funds. 


Currently, industry earnings are at 
peak levels, with practically all com- 
panies participating in this rise. Earn- 
ings of representative companies in the 
first six months of 1948 topped $1 
billion, a figure approximately 80% 
higher than for the same period in 
1947. Second-half income should also 
set a record, making 1948 a banner 
income year. 

Pacing the field, earningswise, are 
such outstanding income producers as 
California Standard, Continental Oil, 
N. J. Standard, Phillips, Pure Oil, Shell, 
Sinclair, Skelly, Texas and Tidewater 
Associated. A comparable showing for 
1949 is anticipated by some companies, 
though many others anticipate a level- 
ling off. 

Consensus is that even if earnings do 
hold up, the ratio of dividends paid 
won't show much deviation from pres- 
ent rates. 

This earnings record has brought 
much criticism. 

Burden of the charge is that the 
consumer, by paying higher prices, is 
footing the expansion bill, while carry- 
ing the oil industry on his back to a 
higher level of earnings. Oil men admit 
that increased prices have resulted in 
better profits, but state that such prices 
and earnings are subject to a great deal 
of qualification. As Robert G. Dunlop, 
Sun Oil head, explains: 

“Over an extended period of time, 
price, of course, must be sufficient to 
provide for all elements of cost, in- 
cluding a proper allowance for the 
depreciation of the facilities used in 
providing the product. As a result of 
generally accepted accounting practice, 
the elements of cost represented by 
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depreciation charges are based upon 
the original cost of the facilities ac- 
tually being used rather than what it 
would cost to replace those facilities. 
Accordingly, it is apparent that prices 
charged customers do not include any 
element designed to reimburse the 
company for increased replacement 
costs of its facilities.” 

One result of conditions prevailing 
in the industry is that a new concept 
of the use of profits is shaping up. 

Normally, in the course of corporate 
operations, an adequate price level 
would yield a return sufficient to take 
care of ordinary financial requirements 
and show a net profit on investment. 
If need for expansion called for capital 
expenditure, the equity market would 
be resorted to. But, in view of the 
inability or reluctance of oil manage- 
ments to undertake large-scale equity 
financing, they're forced to rely upon 
retained earnings, whose volume de- 
pends, in large degree, upon the prices 
paid for petroleum products. 

S. A. Swensrud, Gulf Oil president, 
recently pointed out: “Any way one 
looks at it, a large part of so-called 
‘profits’ is only what is needed to re- 
place the existing facilities and capital 
resources being used up. . . . The con- 
cept of corporate profits as a source 
of new capital for expansion, improve- 
ments and replacement of plant facil- 
ities is too often overlooked by the 
general public.” 

The inter-relation between huge prof- 
its and the sharp decline in the pur- 
chasing power of the oil dollar makes 
it difficult to appraise the situation ac- 
curately. As Pogue and Coqueron 
comment: 

“The decline in purchasing power of 
the dollar introduces a theory of rela- 
tivity into the interpretation of financial 
statements and renders conventional ac- 
counting practices unrealistic in reflect- 
ing the true facts. 

“Thus, the customary interpreta- 
tion of financial results is misleading; 
and yet, the concept of the dollar as 
a consistent yardstick is so ingrained 
that it is difficult for the observer to 
realize that year-to-year comparisons 
cannot be accurately presented if no 
allowance is made for the shrinkage 
in the unit of measurement.” 

Pertinent observations made by the 
National City Bank Letter upon the 
current problem facing all American 
industry can be aptly applied to oil. 
It states: “Because of recent changes 
in the price level, figures of current 
earnings and net worth are no longer 
strictly comparable, since the former is 
expressed in current dollars and the 
latter largely in pre-war dollars.” It 
goes on to say that an inadequate 
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depreciation charge against earnings 
causes, in a sense, an overstatement 
of net income. 

Actually, business is selling out, 
piecemeal, its low-cost productive as- 
sets and taking the “profit” into operat- 
ing income. 

Moreover, carrying fixed assets in the 
balance sheet at original cost less ac- 
crued depreciation, or far below pre- 
vailing costs, “results in an undervalua- 


tion of the stated net worth.” There- - 


fore, a high return of net income on 
net worth could be misleading. Con- 
sideration must be given to the possible 
inadequacy of depreciation charges, 
and to the fact that net worth at book 
value is based to a large extent upon 
costs before World War II. 

- All in all, it seems apparent that both 
the oil consumer and the oil company 
stockholder are carrying part of the 
burden that normally should be under- 
taken by the capital market. While 
the industry's capital expenditures are 
roughly at the rate of $2,000,000,000 
yearly, this is nearly twice as much as 
the market value of all new industry 
issues sold in 1948. 

Inflationary developments over the 
past three years forced the industry out 
of a period of low-cost level of opera- 
tions to a higher plateau of costs. How 
long this cycle will last is anybody's 
guess. 

As the industry accumulates a more 
comfortable margin of supplies, some re- 
adjustments and shake-downs in prices 
and profits will probably occur. 

It should be remembered that in 
pre-war years the industry operated on 
a subnormal price level, due to the low- 
cost oil reserves developed during a 
depression era. Because of the excess 
capacity existing, in which demand 
nowhere approached supply, consumers 
got cheap oil. But the industry came 
out of the war with the situation re- 
versed in most products. 

Therefore, sharp pressure is exerted 
upon crude oil. Boundless demand and 
rising costs combined to boost its prices 
to the point where crude is the key to 
earning power in today’s market. 

Wholly integrated producers like 
Gulf, Texas, N.J. Standard and other 
majors, who have large reserves, plus 
a stake in foreign oil resources, can 
be expected to maintain and improve 
their position. It’s the independent who 
is under pressure, who finds it impera- 
tive to increase his crude sources if 
he is to avoid the fate of becoming a 
marginal unit. Large or small, however, 
the oil man finds himself under the 
necessity of either buying or develop- 
ing his own crude if he is to ride on the 
profits band-wagon. 
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Exploration and development ot new 
oil sources is becoming more expensive. 
Replacement cost of a barrel of oil to- 
day has reached a new peak. Many 
in the industry, particularly the in- 
dependent producers, feel that even 
higher prices will have to be paid for 
crude if the nation’s underground re- 
serves are to be kept up to a safe mar- 
gin. The claim is that too low a price 
would hamper exploration. Their posi- 
tion is not wholly agreed to by the 
majors; which exert every effort to 
maintain what might be called “stabil- 
ized pressure” upon prices. They make 
the point that if no halt is called, the 
industry would materially contribute to 
inflationary pressures. 


Improvement in refinery technique 
is currently an important recipient of 
capital investment, as far-reaching tech- 
nological developments make it pos- 
sible to utilize the full amount of every 
drop of oil refined. Other products, 
such as fuel oils, are now assuming 
great importance in the profit-produc- 
ing picture. This progress is marked by 
the competition within the oil barrel 
itself as each product strives to get 
a greater share of its contents. The 
fiuid catalytic-cracking process, though 
little more than six commercial years 
old, has assumed a dominant role in 
oil refining through its ability to make 
refining processes more flexible and 
thereby enable a company to shift its 
production to meet changing markets. 

Key to the future of the oil industry 
lies not only in its brilliant technical 
achievements, but also in its willing- 
ness to make the expenditures neces- 
sary to expand its base of operations. 

In the words of Eugene Holman, 
president of Standard Oil (NJ), there’s 
a “new look” in oil. From its early, one- 
product stage, it is assuming more and 
more the burden of supplying energy 
to a rapidly-expanding industrial econ- 
omy, and is making itself increasingly 
felt in other phases of our economy 
as it establishes itself more firmly on a 
petrochemical basis. Concomitant with 
its size and importance it is realizing 
the responsibilities inherent in its posi- 
tion. At first worried by the burden 
thrust upon it, it is now seeking to dis- 
charge its public responsibilities in a 
manner Suitable to its stature. 

In a profit and loss economy, it’s an 
outstanding example of initiative work- 
ing within the framework of the Amer- 
ican free enterprise economy. 

As such it becomes the standard- 
bearer of American business practices, 
demonstrating that its great ability to 
make profits is equalled by its growing 
sensitiveness to the needs and dictates 
of a democratic society. 


59 


Automotive 
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fication of products—GM particularly. 

The automotive industry differs from 
most in this country in respect to its 
relatively light capitalization, due to 
the fact that the first purchasers of the 
horseless buggies paid cash before the 
vehicles went into production. That set 
the pattern for the young industry. 

Throughout the years cars have 
been, in effect, built on order from the 
dealers. Day-to-day production sched- 
ules are based upon these orders in 
normal times. Cars in dealers’ ware- 
houses and in their showrooms are fi- 
nanced by the dealers, not the manu- 
facturer. Inventories of new cars are 
held by the dealers. 

Next to food, shelter, and clothing, 
the automobile occupies the most im- 
portant place in the average American 
household budget. The current levels 
of purchasing power and the pent-up 
demand make immediate outlook for 
earnings attractive . despite material 
shortages, labor rates, low productivity, 
and high cost of retooling. The public 
is as avid for new cars as ever. 

The lot of the independent automo- 
bile manufacturers is less certain than 
that of General Motors, Ford, and 
Chrsyler. 

At least 1,700 car companies have 
failed since the turn of the century 
after issuing stocks, and sometimes 
bonds. The securities of most inde- 
pendents are considered speculative. 
However, several truck companies have 
good dividend records. 

Leading parts and accessory compa- 
nies with established sales positions 
have shown consistent earnings, and 
are counted upon to retain their share 
of the original equipment and replace- 
ment business. They will, of course, en- 
joy mounting sales of replacement parts 
as total U. S. vehicle registrations rise. 
Most of the parts manufacturers have 
moderate capital structures. 

Although securities analysts are fre- 
quently bearish on rubber securities, 
the earnings outlook is appealing in 
view of the fact that the industry has 
been deep in research and new product 
development for many years. 


Opportunity 


THE SELF-SERVICE gas station, a Cali- 
fornia innovation whereby motorists 
pour their own gas, represents a grow- 
ing opportunity for entrepreneurs with 
some $75,000 capital. Many West 
Coast operators report huge profits, 
thanks to good profit margins and large 
repeat sales (gallon cost is usually less 
than at regular stations). 

















In 1866, when the railroads 
were thoroughfares to fortune, 
Commodore Vanderbilt had this 
ornate locomotive built with his 
own portrait on the headlamp. 


Railroads 
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country’s traffic load, in passengers and 
freight. 

They can do little about the former 
except hope for the best. With the lat- 
ter, new and better equipment seems 
again to be the answer to their prob- 
lem. Long-range plans call for sleek, 
lightweight passenger coaches with 
lowered roof lines and center of gravity 
to carry through with the ground-hug- 
ging characteristics of the gas turbine 
locomotive. The railroads hope that 
with sizzling inter-city and _ trans- 
continental schedules they'll be able to 
lure travelers down from the skies and 
away from overcrowded highways. But 
it will be a good many years before 
these plans bear fruit. 

In the meantime the railroads are 
concentrating on improved models 
along conventional lines. To halt the 
decline in passenger traffic, the rail- 
roads are doing their utmost to re- 
place ancient vintage coaches with 
modern equipment, being retarded only 
by shortages of materials. 

Between September 1, 1945, and 
November 1, 1948, 3,592 passenger 
cars were ordered by the Class I rail- 
roads, of which number some 70% have 
been delivered. 

For a long time to come, however, 
there will remain a good supply of 
dusty trains for commuter traffic, on 
which the railroads lose money any- 
way. 

But for inter-city and long-haul traf- 
fic there is an ever-growing number of 
shiny dreamliners with roof-top obser- 
vation, radio telephone service, fluor- 
escent lighting, fog-proof windows and 
lots of leg room. 

Fleet passenger trains provide the 
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Today the frills are at the other end as the roads (largely Dieselized) 
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lure passengers with sky-top lounges, air-conditioned coaches, radios, etc. 


glamour to railroading, but freight 
trains bring in the bulk of the rev- 
enue. 

To maintain their position as the na- 
tion’s dominant freight hauler the roads 
have flooded equipment manufacturers 
with thousands of freight car orders. 
Somewhat over 100,000 new freight 
cars have been put in service during 
1948, with deliveries currently at some- 
what less than 10,000 new cars a month. 

Another 100,000-odd cars are on or- 
der for 1949 delivery. It was the mid- 
dle of 1948 before freight car deliv- 
eries caught up with the number being 
scrapped each month (over 80,000 
were retired during 1948), and the 
railroads are now operating with some 
16,000 fewer cars than they had at V-J 
Day. 

To build up the number of available 
cars the railroads are now seeking to 
boost the goal on monthly deliveries 
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from 10,000 cars a month to 12,000. 
The sight-raising is needed not to take 
care of any expected increase in busi- 
ness, but rather to keep up with the 
growing number of retirements. 

The biggest innovation in freight car 
design has been the adoption of the 
standard model. 

Each road used to have its own pet 
ideas of how a freight car should be 
built. Now, pressed by the need for 
fast deliveries, they’re beginning to ac- 
cept standard model box and hopper 
cars. This cuts time-losses from model 
changes, permits more welding, allows 
car-builders to adopt fast-paced assem- 
bly line techniques. However, to insure 
smooth operation of these assembly 
lines, the car builders need large order 
backlogs. They are at present . com- 
plaining that current backlogs are not 
enough. 


Although the major part of $1,250,- 
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For 77 years, M. & St. L. has been the nickname of the Minneapolis & St. Louis 
Railway, an important road which networks rich agricultural and industrial areas of 
the Great Midwest. 

Today, M. & St. L. symbolizes also the Modern and Stream-Lined transportation 
which that railroad provides in Minnesota, South Dakota, Iowa and Illinois— 

For Agriculture and Industry 

For Shippers and Receivers of Freight 

For Connecting Lines, via Major Traffic Gateways 
With fleets of Diesel locomotives, newest of which is the No. 348 in the picture, and 
of new freight cars, the M. & St. L. is truly a road of Modern and Stream-Lined Service. 


de Minneapolis & St. Louis Z. 


TRAFFIC OFFICES IN 36 KEY CITIES 
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000,000 for additions and betterments 


which the railroads have spent in 1948, 
and thé similar amount they will spend 
in 1949, is going for new equipment, 
there is a whale of a lot they must do 
to their iron highways to handle new 
equipment which is heavier and moves 
at higher speeds. 

Across the country rail crews are 
reballasting road beds and _ laying 
heavier rails. A pioneering venture in 
the signalling field has been taken by 
the Long Island Railroad, which in 
September announced that it was ex- 
perimenting with “micro-wave beam 
radio” for remote control of power sub- 
stations, switches and signals and for 
communications now requiring the use 
of wire lines. 

With new locomotives, new passen- 
ger and freight cars, improvement to 
roadway and structures, research in 
new designs, the railroads are seeking 
to raise their operating efficiency, and 
hang on to their business. Through rate 
increases, they are trying to raise their 
revenue. 

The question remains: How success- 
ful will this program be in. restoring 
the industry to a self-respecting place 
in the free enterprise system? 

First: How successful has it been 
in 1948? 

Profitwise, the railroads have en- 
joyed in 1948 a better year than any 
since 1929, except for the two war 
years of 1942-43. 

Total operating revenue hit a record 
$9,600,000,000 as compared with $8,- 
700,000,000 in 1947. Freight revenues 
were up about 13%, with passenger rev- 
enues down about 1%. The gain in op- 
erating revenues was due primarily to 
rate boosts. Freight car loadings de- 
clined some 32%, fewer passengers were 
carried, and ton-miles were slightly 
lower than in 1947. 

With expenses rising, costs outsped 
any savings which might have been 
expected from a declining volume of 
business. Operating expenses were 
about $7,400,000,000 in 1948, com- 
pared with $6,800,000,000 in 1947, 
and are still climbing. 

Nevertheless, the operating ratio of 
the railroads—number of cents needed 
to be spent for each dollar of revenue 
gained—is a shade under its 1947 
level, and net operating revenue of 
about $2,200,000,000 is some $300,- 
000,000 better than the 1947 figure. 

The outlook for 1949 is full of im- 
ponderables. 

Defense measures and European aid 
programs may reverse the declining 
trend in traffic volume. If not, and 
costs and rates remain at late 1948 
_ levels, the roads estimate that 1949 
will see a 34% drop in net railway op- 
erating income. 


Undoubtedly, therefore, the rail- 
roads will be granted further rate hikes 
this coming year, but unless there is a 
healthy boost in traffic, there is little 
probability of their attaining anywhere 
near their sought-for 6% earnings. 

The railroads have been treated here 
as one big unit. Actually, of course, 
there are 131 Class I railroads in the 
United States (railroads which have 
annual operating revenues in excess of 
$1,000,000). Earnings and prospects 
vary widely among railroads and ac- 
cording to regions of the country. 

Although the rate of return on net 
property investment for all Class I rail- 
roads in 1947 was 3.41%, that of the 
roads in the Eastern District (north of 
the Potomac and Ohio rivers and east 
of Chicago) was only 2.42%; while the 
coal-carrying railroads of the Pocahon- 
tas Region (Virginia and West Vir- 
ginia) earned 6.87%. The Southern Re- 
gion roads earned 3.47% and the West- 
em District roads (west of Chicago 
and the Mississippi) earned 3.84%. 

The rate boosts granted in the ICC’s 
final decisions last August averaged 
24.5% over the previous year for the 
eastern roads, 20.7% in the Pocahontas 
region, 22.8% in the southern region, 
and 20.4% in the northern district. Av- 
erage for all U. S. roads was 23.3%. 

Experts feel that what with the great 
economic growth of the South and 
West, the roads in those areas stand 
the best chance of maintaining or im- 
proving their business in coming years. 

In improving their plants, the rail- 
roads have been handicapped tremen- 
dously by their inability to raise new 
capital. Since 1928 there have been 
only three bond issues, representing 
new capital, in the industry—The Louis- 
ville & Nashville, the C. & O., and the 
Virginian, all in the latter half of 1948 
—and no stock sales. 

Instead of trying to raise new capital 
from reluctant investors, the railroads, 
by following a very conservative divi- 
dend policy, have held on to their 
earnings, using them to pay for im- 
provements, supplemented by equip- 
ment trust certificates for new rolling 
stock. 

In addition, during the war years 
they vigorously retired outstanding 
debt, accomplishing a 30.1% reduction 
below the debt level of 1930. 

Capital structure of the railroads is 
now roughly $7,000,000,000 capital 
stock and $8,000,000,000 unmatured 
funded debt. 

In meeting the cost of improvements 
out of earnings, the railroads have suf- 
fered a steady drain on their working 
capital, which has slipped from a war- 
time high in 1945 of $1,659,000,000 
to a present level of about $786,000,- 


000. Further declines during 1949 may 
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bring various roads to the capital mar- 
kets with bond offerings. 

The railroad industry, overall, ap- 
pears to be making good strides toward 
regaining its economic health. 

Given continuing good business, it 
will be able to continue its cost-cutting 
improvement programs and will be 
able to ask for—and should get—some- 
where near adequate rate increases. 
Competition with other forms of trans- 
portation is stiff, but the railroads at 
present have at least a formula for 
meeting it. 

Nevertheless, there are three haz- 
ards overhanging the roads. 

The first is the fantastic government 
suit against the railroads for alleged 
wartime freight overcharges. The Jus- 
tice Department thinks the railroads 
owe Uncle Sam about $2,000,000,000. 
The railroads « eply that wartime govern- 
ment rail rates were never higher and 
often lower than those for other ship- 
pers, that under no stretch of the imag- 
ination could rail profits during the war 
be called excessive, and that if the 
damage claims were by any chance up- 
held, the railroad industry would be 
bankrupted. The chances are the suits 
will be dismissed. But if the Govern- 
ment wins anything like a substantial 
part of its claims, the railroads will suf- 
fer a devastating setback. 

The second hazard lies in the pos- 
sible effects the Supreme Court’s de- 
cision on basing points may have on the 
railroads. With shippers restrained from 
absorbing freight costs in pricing their 
products, it’s possible that there may 
develop a large-scale decentralization 
of industry, which in turn would mean 
generally shorter freight hauls and 
shrinkage of railroad freight business. 
Rail executives are almost unanimous 
in the opinion that the Supreme Court 
decision will affect their business ad- 
versely, but it is hard to judge how 
great the effect will be. 

The third pitfall is the possibility of 
a general business recession—the rails 
are very sensitive to business ups and 
downs. However, by reason of their 
sensitivity, rail earnings will grow in 
the event of stepped-up defense ac- 
tivity. 

In spite of their troubles, which are 
numerous, the railroads today look like 
an industry which can solve its prob- 
lems, given continuing good business 
and a fair break by the Government. 

With a growing amount of cost-cut- 
ting equipment installed, and with the 
Interstate Commerce Commission in- 
creasingly aware that the railroads have 
a right to earn a fair living, the outlook 
warrants a guess that rail earnings in 
1949 will equal those of 1948 in spite 
of an expected slight decline in traffic 
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On the Bookshelf 


RESPONSIBILITIES OF BusINESS LEADER- 
sup, edited by Harwood Merrill 
(Publ.: Harvard University Press. Price: 
$2.50). 

This tightly-knit 93-page volume is 
an attempt—and a successful one— to 
provide a blueprint for today’s busi- 
ness man: a blueprint designed to de- 
fine for him his responsibilities to the 
many groups upon which his activities 
impinge so vitally—the public, workers, 
the Government, consumers, stockhold- 
ers, and the world in general. 

Each of these six major areas of 
business responsibility is treated in a 
separate chapter, by men eminently 
qualified for the task: Clarence Fran- 
cis, board chairman of General Foods, 
writing on the business man’s responsi- 
bility to the public; Richard R. Deu- 
pree, president of Procter & Gamble, 
detailing business's duty to its em- 
ployees; U.S. Senator Ralph Flanders 
(Vt.), on responsibility to government; 
Macy President Jack Straus, on con- 
sumer responsibility; Harry Bullis, Gen- 
eral Mills’ board chairman, on responsi- 
bility to stockholders; and Allen W. 
Dulles on the business man’s responsi- 
bilities to the world. 


ADVERTISING AGENCY FINANCIAL 
MANAGEMENT AND ACCOUNTING, by Ira 
W. Rubel. (Publ.: Funk & Wagnalls 
Co., 153 E. 24 St. New York 10, N. Y. 
Price: $5. 342 pages. ) 

This is the first full-length book pub- 
lished on the financial management of 
the advertising agency: agency ac- 
counting, cost accounting, budgeting, 
and the details of a modern accounting 
system especially set up by the author 
—a C.P.A.—to fit the advertising 
agency's financial structure. Scope of 
the book is twofold: it covers the his- 
tory and nature of the business, gives 
detailed accounting methods to be used 
by agencies. 
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“Preasure in the SOUTHEAST! 


For those who plan for the future, the Southeastern 
States served by Seaboard’s modern freight and pas- 


senger facilities are a vast “treasure chest” of oppor- 


tunity. Here, new or expanding industries are finding 


an outstanding combination of factors which spell 
successful operations ... many types of raw materials 
near at hand, adequate labor supply, efficient trans- 
portation, and a climate favorable to year-round 
production. 

This industrial swing toward the Southeast is sig- 
nificant news to management everywhere. Seaboard 
salutes its new neighbors along its busy right-of-way, 
and invites others to consider the many advantages ° 


to be found in this progressive region. 











THROUGH THE HEART OF THE SOUTH 








Radio and Television 
(CONTINUED FROM PAGE 40) 


channels, he said, would make it pos- 
sible to grant five channels to each 
of 140 metropolitan areas in the United 
States, many of which now cannot pos- 
sibly be served by more than one. 
“There never has been a good demand 
for sets in areas having only one chan- 
nel,” he stated. 

Unfortunately, the question of more 
channels is destined to becloud the in- 
dustry for quite some time. At present 
the band within which television is per- 
mitted is between 54 and 216 mega- 
cycles. There are 12 channels in this 
area, and stations on the same channel 
must be 150 miles apart and those on 
adjacent channels 75 miles apart. At 
the end of September it had been ex- 
pected that FCC would indicate will- 
ingness to consider opening the high 
frequency band between 475 and 890 
megacycles, but this action was in- 
definitely deferred. 

Opening up this high frequency 
band, some segments of the industry 
point out, would greatly enlarge the 
possible number of channels, at the 
same time making it possible for more 
stations to serve a given area. As past 
experience with both television and 
radio has indicated, this would auto- 
matically lead to greater demand for 
receivers. It would also bring nearer 
the advent of colored video, which at 
present is practical only in the higher 
frequency band. 

The question of if and when the 
higher frequency bands will be opened 
to television adds a note of hesitancy 
to the industry. Many potential pur- 
chasers of receivers, it is pointed out, 
may decide to await the advent of color 
television. Others may hold off because 
current sets will not receive in black 
and white in the higher frequencies 
without the installation of special adapt- 
ing devices. 

At this writing there are no signs as 
to when FCC will clarify the situation. 
Rather, its actions tend to create fur- 
ther doubt and confusion. On Septem- 
ber 30 it froze the licensing of new tel- 
evision stations for an indefinite period, 
which might be from six to nine 
months. One of the reasons given was 
that the present method of allocating 
channels had been found unsound in 
the light of practical experience. The- 
oretically, it had been assumed that a 
television signal would not pass much 
beyond the limit of sight. 

In actual practice, it has been found 
that video waves sometimes travel far 
beyond their theoretical limits, leading 
to interference with other stations con- 
sidered at a safe distance. ~ 


Television cameras may be shooting for some 2,500,000 sets during ’49, 
but high costs may restrict advertising profits for another few years 


Therefore, until the best engineering 
opinion has been assembled in the light 
of actual experience, no new allocations 
will be made in case they “might con- 
stitute an unwarranted disregard of im- 
portant factors.” 

Thus at the end of the year we, find 
television in a Micawberish turn of 
mind, “waiting for something to turn 
up.” 

Standard radio, too, is in somewhat 
the same predicament, waiting to see 
what will happen to television. It seems 
only reasonable to assume that the 
more successful television becomes the 
more seriously radio will be damaged. 
This does not necessarily mean, how- 
ever, that the extreme predictions of 
radio’s extinction will be the final an- 
swer. Nor does it even mean that the 
possible inference from Brandt's predic- 
tion that television retail sales in 1952° 
will amount to 75% of the 1947 figure 
for radio retail sales will completely 
reverse the positions of the two medi- 
ums in the market place. 

It’s perfectly possible that television 
will retail $675,000,000 worth of sets 
in 1952 (several analysts recently up- 
ped this to $1% billion). But this does 
not necessarily mean that radio’s retail 
sales will be cut to a quarter of its 
$900,000,000 figure for 1947. It ap- 
pears very likely that fewer radio sets 
will be sold; but the chances are, al- 
ways barring a serious depression, that 
radio sales will be greater than these 
statistics might indicate and that com- 
bined radio-television sales will set a 


new high for the industry. 
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A number of factors point to such a 
conclusion. In the first place, with each 
television transmitter definitely limited 
in the area it can blanket, it seems like- 
ly that many of the more sparsely pop- 
ulated sections of the country, such as 
many in the Middle and Rocky Moun- 
tain West, will not have video stations 
for years to come. The small audiences 
could not justify the expense of erect- 
ing and maintaining a transmitter, even 
were it hooked up with a national net- 
work. Such regions, however, can al- 
ways be reached by radio. 

Secondly, a majority of the people 
will not want to watch a video screen 
always for their home entertainment. 
The housewife, for example, enjoys 
listening to a soap opera while doing 
her chores; but if she spends her morn- 
ings viewing a television screen the 
chances are that America will live in 
domestic disorder and eat entirely out 
of tin cans. 

In short, there will always be a time 


: for radio and a time for television. 


A precedent of a sort has already 
been set in radio. Only about half of 
our sound stations are affiliated with 
one of the big networks. Many of these 
small local stations are prosperous, al- 
though almost everybody is within’ 
hearing distance of a network transmit- 
ter carrying the big-time programs. 
These stations play much the same part 
as the small daily and weekly news- 
papers that operate successfully in the 
shadow of the big metropolitan dailies 
—and for much the same reasons. 


One industry leader used this anal- 
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»» NATION'S HERITAGE 


Never before in the history of publishing has a magazine so broad in conception, 
so eloquent in execution, been presented to the American people. 


Here is a magazine that will give in pictures a living portrait of all America. 


Each page will be a graphic representation of the American scene. 


Each issue 


will be approached from eight different aspects—The Land, The People, The 
Home, The Arts, The Past, Industry, Learning, Diversion. 


More Than a Magazine 


You will find Nation’s Heritage not just a 
magazine but beautifully-bound magnificent 
volumes of pictorial Americana. 


You will treasure each issue with its more 
than 200 pages of memorable photographs 
and valuable prints. 


Presented objectively and completely with- 
out bias, Nation’s Heritage will stand as a 
living embodiment of all that is America. 


The Country’s Finest Publication 


For space to accomplish its objective, 
Nation’s Heritage will have the largest for- 
mat of any magazine in the country, 12 by 
15 inches. It will have the finest paper, 
heavy coated stock. It will have a cover 
printed on linen, stiff-bound and protected 
—a real work of art permanently recording 
the American scene. It will have paintings 
in every medium by outstanding artists. .. . 
the best of photographs. . . countless fine 
color reproductions. Yes, Nation’s Heritage 
will take a proud place in your library as a 
rich and lasting depository of fine art. 


A Life-Time Investment 


Nation’s Heritage will first appear January, 
1949. The price for the year’s six issues will 
be $150. It will contain no advertising. 
Admittedly it will be the world’s most ex- 
pensive magazine. The unprecedented cost 
of production necessarily makes it so. But 
as a faithful recording of all America the 
cost is far outweighed by its intrinsic value. 


Magazine for the People 


Essentially, Nation’s Heritage will be a 
magazine for every American. Few, how- 
ever, can afford $150 for a _ subscription. 
And that is why you can perform a unique 
and altruistic s@rvice by making Nation’s 
Heritage available to your employees in 
reading and reception rooms . . . endowing 
subscriptions to public, school and college 
lpraries. A handsome bookplate with your 
name as endower will be affixed to every 
issue of all gift subscriptions. In this way 
you will help to give everyone the oppor- 
tunity to share with fellow countrymen their 
Nation’s Heritage. 


Reserve Your Subscription Now 


Just mail the coupon with your enclosed 
check, or write for a free copy of the bro- 
chure describing in full the scope and con- 
tent of Nation’s Heritage. 


January 1, 1949 


Read What Charter Subscribers 
Say About Nation’s Heritage 


@ “Nation’s Herirace can do a real job 
which will bring about untold good.” 
—E. V. Rickenbacker, 
President & General Manager 
EAsTeRN AiR Lines, INc. 


@ “We have four places where we can use- 
fully try out Nation’s HERITAGE.” 
—American TEL. & TEL. Co. 


@ “I feel that your magazine is greatly 
needed and therefore I am presenting it to 
the Neenah Public Library.” 

—Mrs. W. Z. Stuart 


@ “We feel that copies of Nation’s Henrt- 
TAGE should be placed in the lounge cars 
of our principal trains for the use of our 
patrons. Our order for five subscriptions is 
attached.” = _p. J. Neff, Pres. 
Missourt’ Paciric Lines 

@ “Congratulations on a noble plan for 
the strengthening of Americanism within 
the people.” 


—Fred C. Moffatt, 3-term President 
New York Curs EXCHANGE 


“A fascinating project and one that 
should do much to enrich the material on 
American life.” 

—Tue Pustic Lisrary or Newark, New Jersey 


@ “I am deeply interested in Nation’s 
HERITAGE and wish to order five one-year 


o_4s ” 
subscriptions. —Hughston McBain, Pres. 


MARSHALL Fretp Co. 


Nation’s HERITAGE 





A FEW TYPICAL © 
CHARTER SUBSCRIBERS — 


Libraries, Schools, ete. 


AMHERST LIBRARY 

CORNELL UNIVERSITY LIBRARY 
DETROIT TIGERS 

FAIRLEIGH DICKINSON COLLEGE 
GRAND ST. BOYS’ ASSOC. 
ANDREW JACKSON HIGH SCHOOL 
METROPOLITAN MUSEUM OF ART 
HUNTINGTON UNION SCHOOLS 
NEENAH PUBLIC LIBRARY 
OAKMONT PUBLIC LIBRARY 
PRINCETON U. LIBRARY 
PUBLIC LIBRARY, NEWARK, N. J. 
ROCKEFELLER LIBRARY 
UNIVERSITY OF MICHIGAN 


Companies 


ALUMINUM CO. OF AMERICA 
AMERICAN TEL, & TEL. 
AMERICAN TOBACCO CO. 
BETHLEHEM STEEL CO. 
BOTANY MILLS, INC. 

BULOVA WATCH CO. 
CELANESE CORP. OF AMERICA 
CHASE NATIONAL BANK 
CHESAPEAKE & OHIO R’Y 
CITIES SERVICE CO., INC. 
COLUMBIA BROADCASTING 
FIRESTONE TIRE & RUBBER 
GENERAL ELECTRIC CO. 
GENERAL FOODS CORP. 

W. T. GRANT CO. 
JOHNS-MANVILLE CORP. 
LEVER BROS. CO. 

MARSHALL FIELD & CO. 
GLENN L. MARTIN CO. 
MOORE-McCORMACK LINES 
NATIONAL CASH REGISTER CO. 
NATIONAL DAIRY PRODUCTS 
NEW YORK STOCK EXCHANGE 
NORFOLK & WESTERN R’Y 
PITTSBURGH PLATE GLASS 
RADIO CORP. OF AMERICA 
RAND, McNALLY & CO. 
REVERE COPPER & BRASS, INC, 
SEARS, ROEBUCK & CO. 
STANDARD OIL CO. (N. J.) 
SWIFT & CO. 

TEXAS CO. 

WESTINGHOUSE ELECTRIC 


Individuals 


WINTHROP ALDRICH 
WALTER J. BLACK 
THOMAS D’A. BROPHY 
LEWIS H. BROWN 
CARL BYOIR 
GARDNER COWLES 
HARRY P. DAVISON 
EMERSON FOOTE 
HARVEY D. GIBSON 
BERNARD GIMBEL 
SAMUEL GOLDWYN 

J. P. GRACE, JR. 
HENRY LUCE 

FOWLER McCORMICK 
ARTHUR P. MOTLEY 
EDWARD J. NOBLE 
WILLIAM 8S. PALEY 
EDDIE RICKENBACKER 
HARRY SCHERMAN 
EMIL SCHRAM 
FRANCIS ADAMS TRUSLOW 


P= eee eee ee ee ee ee ee ee ee ee ee ee ee ee a 


Malcolm S. Forbes, Publisher, 


Dear Mr. Forbes: 


[] If a gift subscription, the recipient will be 


1-1 


Heritage Magazine, Inc. Division of B. C. Forbes & Sons 
Publishing Company, 120 Fifth Avenue, New York, N. Y. 


C1 I am enclosing my check for a year’s subscription to Nation’s Heritage. 


Address 














Your Progress Depends On 


“GETTING ALONG WITH 
OTHERS IN BUSINESS” 


Send for this Helpful Book 
by Norman Shidle—Today! 


128 Pages « Size: 6” x 9” e Cloth Binding 
OU’LL FIND that ‘almost every one of 


the 61 commonsense essays in this hand- 
somely bound volume has a personal appli- 
cation to business problems you face daily. 


They shed light on these two currently crit- 


ical American problems: 
1. Getting individualists to work together. 


2. Keeping organization a tool for men to 
use in getting things done; preventing 
it from being a flypaper across path to 
action. 


The following chapters typify the helpful 
nature of the material: “How to Praise,” 
“Bosses and Leaders,” “Think Right, Then 
Write,” “Putting Ideas To Work,” “How To 
Win Recognition,” “The Paradox of Suc- 
cess,” “The Truth About Security,” “The 
Reality of Intangibles,” “How To Profit 
From Meetings,” “How To Make Confer- 
ences Click,” etc. 


Recommended by The Executive Book Club: 
“A compendium of highly instructive essays 
on human relations—each of which has a 
personal and definite application to business 
problems. Mental stimuli and food for 
thought to the thinking businessman.” 


The price has purposely been kept low, only 
$2, because you'll want to place this fruit- 
ful book in the hands of all of your super- 
visory personnel. 


Send for Your Copy Today! 
Start Using It At Once! 


B. C. FORBES & SONS ree co., 
120 Fifth Avenue, New York 11 1-1 
Please ma il me prepaid a potas - ‘Norman Shidle’s 
mew book “‘Getting Along With Others In Business.’’ 
Check choice: 
OO Enclosed is $2 O I will pay $2 when billed 
(In N. Y. C. orders add 2% for Sales Tax) 
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ogy to express his ultimate outlook for 
the relation between radio and tele- 
vision. Video, he believes, will eventu- 
ally carry the important national pro- 
grams, covering those parts of the 
country sufficiently populated to make 
it worthwhile. The big national net- 
works, he predicts, will ultimately with- 
draw from sound radio because the 
impact of their expensive programs will 
be so much greater on the television 
screen. But the radio stations, the coun- 
terparts of the small daily and weekly 
newspapers, will continue to prosper, 
catering to local interests and that part 
of the population which for various 
reasons and at certain times does not 
want to watch video. 

Operators of sound radio stations 
apparently subscribe to this view, be- 
cause there has been a vast expansion 
in AM radio broadcasting since the 
war. In addition, FCC reported in Oc- 
tober that 679 FM stations were in 
operation, a number of them on condi- 
tional permits. This doesn’t look as if 
broadcasters thought that sound radio 
would be a dead duck in the very near 
future. 

Some observers use the argument 
that radio has already saturated the 
market, and that the cake to go around 
probably cannot be much larger than 
at present; that radio business will di- 
minish as the television business pro- 
gressively flourishes. 

No doubt up to some indefinite point 
this is true. Unhappily, the forecasters 
have devoted all their statistical efforts 
on the future of television, and there 
are no concrete figures to tell us how 
many radio sets will be sold in 1952 
or any other year. The obvious reason: 
Nobody knows. But the time is not at 
hand to write radio off the books. 

It is an odd fact that none of the 
leading radio and television manufac- 
turers—with the possible exceptions of 
Emerson, Zenith, and Du Mont—con- 
centrates all its activities in this field 
alone. Radio and television account for 
only 2% of Westinghouse’s total busi- 


ness. Out of RCA’s total 1948 income © 


of $314,023,572, less than 75%, or 
$233,308,803, derived from manufac- 
turing activities, and not all of this 
came from the sale of radio and video 
equipment. Among other things, RCA 
does a vast business in phonographs 
and records, motion picture machinery, 
industrial electronics, etc. 

Philco makes home appliances. 
Stromberg Carlson makes telephone 
switchboards and similar equipment. 
Avco is still another well-diversified 
company, to which the production of 
Crosley radio and television sets is 
hardly more than incidental to the 
production of refrigerators, steel kitch- 
en cabinets and sinks, aircraft engines, 
farm instruments, etc. And General 
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Electric, as everybody knows, makes 
everything from locomotives to light 
bulbs. 

From the investors’ point of view, 
this is all to the good. 

Companies manufacturing a wide 
diversity of products, especially when 
many of them are essential to home 
and ft Bee alike, are bound to be 
more stable than firms specializi » 
radio and television equipment 

Radio and television actually is only 
part of the electrical and electronics 
industry, and practically all the big 
companies are deeply rooted in the 
broader aspects of the business. 

The revolution that television has 
created in the radio industry is noth- 
ing, many believe, to what it is ex- 
pected to stir up in the American way 
of life. 

It could easily revolutionize enter- 
tainment patterns. The movie people 
are among the first to size up the pos- 
sibilities. Paramount, it’s reported, has 
at least $3,000,000 sunk in television, 
with an important interest in Du Mont. 

Twentieth-Century Fox has filed an 
application for a station in Boston. 
Metro-Goldwyn-Mayer applied for sev- 
eral station permits, withdrew them, 
but is still interested. It recently at- 
tempted to buy the ABC network, lock, 
stock, and television. Most of the other 
big movie companies, too, are inter- 
ested in one way or another. 

Television may well become an im- 
portant part of Hollywood's business in 
the years to come. 

Newspapers and other publications 
also fear its competition. A few, of 
which the New York Daily News is a 
notable example, already have estab- 
lished stations or have filed license ap- 
plications. The birth of sound radio 
stirred up similar fears, which proved 
to be groundless. Many newspapers to- 
day operate their own radio stations 
and far more newspapers, magazines, 
and books are sold than in the pre-radio 
age. 
oTTelevision, however, unlike radio, 
which need not necessarily interfere 
with reading, must be watched, there- 
by depriving the printed page of its 
readers. And as video is perfected, 
sports fans, movie addicts, and theater- 
goers may prefer to take their enter- 
tainment while sitting comfortably at 
home. 

The precedent of radio tends to al- 
leviate such fears—but then television 
is different. Only time can give the 
complete answer. Many of the great de- 
velopments of the 20th century, not a 
few of which have created big new in- 
dustries, such as automobiles, movies, 
radio, and others, have profoundly af- 
fected our lives. Despite its present 
teething troubles, television will cer- 
tainly follow previous patterns. 
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Why you can make these spell health 


These are a few symbols of nature’s great build- 
ing blocks— carbon, hydrogen, oxygen, nitrogen, 
chlorine. They seem inexhaustible in their abun- 
dance. By working with them. .. in ever new com- 
binations . . . chemical science is bringing better 
health to millions. 


Facing an operation? Perhaps your surgeon 
will use divinyl ether, an improved general anes- 
thetic made from dichlorethyl ether. Do you ever 
take aspirin? The present low price of this pain 
alleviator is possible because acetic anhydride 
used for making aspirin is produced economically 
by synthesis. Going to the dentist? He may give 
you “Novocain” anesthetic to avoid pain. Diethy]- 
ethanolamine is one of the important raw mate- 
rials for making this anesthetic. In fact, more than 
50 synthetic organic chemicals are regularly used 
to make pharmaceuticals. 


Thus synthetic organic chemistry, complement- 
ing the field of pharmacology, is helping to extend 


life . . . to combat health menaces . . . to alleviate 
pain. Constant research, keying in with the work 
of others in many fields, can be counted on to pro- 
duce other great developments in the future. 


The people of Union Carbide produce these and 
many other basic materials essential to the manu- 
facture of pharmaceuticals. They also produce 
hundreds of other materials for the use of science 
and industry, thus helping maintain America’s 
leadership in meeting the needs of mankind. 


FREE: Let us send you the new illus- 
trated booklet, ‘‘Products and Proc- 
esses,” which shows how science and 
industry use UCC’s Alloys, Chem- 
icals, Carbons, Gases and Plastics. 


Union CARBIDE 


AND CARBON CORPORATION 
30 EAST 42ND STREET [gq NEW YORK 17, N.Y, 








Trade-marked Products of Divisions and Units include 





PRESTONE and TREK Anti-Freezes * SYNTHETIC ORGANIC CHEMICALS * ACHESON Electrodes * NATIONAL Carbons 
EVEREADY Flashlights and Batteries PYROFAX Gas ¢ PREST-O-LITE Acetylene + LINDE Oxygen 
ELECTROMET Alloys and Metals *« BAKELITE, KRENE, VINYON, and VINYLITE Plastics »* HAYNES STELLITE Alloys 
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D E A S 


...in Safety, Materials Handling, 


Finishes, Welding, Casting 


DRIVING SAFETY 


Safer, more dependable operation 
over icy roads is assured by this road 
sanding unit for individual truck and 
bus installation. Designed to deposit 
grit before the driving wheels, it pro- 
vides instant traction whenever needed, 


and successfully combats winter driving 
hazards. 

(Highway Safety Appliances, Inc., 
1381 Marshall Ave., St. Paul, Minn.) 


MULTIPLE DUTY MACHINE 


Especially useful for bottlers, can- 
ners, and other container users should 
be an automatic case unpacker and 
dumper that removes standard contain- 
ers from cartons, deep or shallow cases 
or trays. It can also take filled or par- 
tially filled cases and discharge con- 
tents onto a continuous conveyor in 
multiple rows and discharge empty 
cases from either side. After initial set- 
tings are made, the machine auto- 
matically refuses odd size or damaged 








effective publications 
for your company 


Specialists in editing and production of 
stockholder reports, internal and external 
house organs, employee manuals and an- 
niversary booklets . . . on specific assign- 
ment or package basis. Write for in- 
formation. 


THE HOWE SERVICE, Inc. 
154 NASSAU STREET, NEW YORK 7, N. Y. 














YBROPONICS 


Grow out-of-season vegetables, rare flowers or house plants by 
hydroponics—WITHOUT SOIL—. Start a fascinating hobby or a 
Profitable business in your own home. No experience needed for top 
results. Only small space gets big returns. Easy, clean, pleasant way 
to grow any plant indoars or out every day in the year. Fast growth, 
increased yields, unlimited profit opportunities. Send today for FREE 
16 page picture book showing how others from every state are suc- 
ceeding in this wide epen field. Send postcard for complete facts. 
CHAPMAN-GILBERT, 826 W. IVY, SAN DIEGO, CALIF. 








cases, leaves broken bottles for discard. 
(Edward Ermold Co., 652 Hudson 
St., New York 14, N.Y.) 


“EAS-OUT” 


Simplified removal of piece goods 
from the bin is permitted by a handy 
tool that can be inserted into the end of 
the tube of the roll of goods. Made of 
lightweight metal, it has _ serrated 
chrome steel grippers that give a firm 
hold to prevent slipping. Ideal for mills, 
converters, stores, etc. 

(Cutting Room Appliances Corp., 45 
W. 25th St., New York 10, N. Y.) 


FIRE FIGHTER 


Handy fire-dousing gadget is the 16 
oz., portable, pressurized fire extin- 
guisher shown here. Hermetically 
sealed, it can’t leak, needs no refilling 


nor inspection. Simple to operate, you 
merely pull a trigger and aim an 18- 
foot pressurized stream at the fire. 


(Bostwick Laboratories, Bridgeport 


5, Conn.) 


PLASTIC FINISH 


Surface renewal of painted or var- 
nished floor, linoleum, woodwork, etc., 
is made easy with Reyam, a brushless, 
liquid, transparent plastic finish. You 
just apply it to a clean cloth, wipe it 
on, and it forms a durable, glossy coat 
impervious to heat, cold, most chemi- 
cals or caustic soaps. Other uses: for 
machinery protection, on cars, or on 
home and office fixtures. 


FOUNDRY FACTS 


There’s a revolution impending in the 
foundry industry, the result of an elec- 
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trome core baking tunnel that bakes 
sand cores so that they will not crack 
when molten metal is poured on them 
to form castings, the basic components 
of thousands of consumer products. 
The manufacturer gets finer castings, 
with great savings on labor, fuel, ma- 
terials and space, while the consumer 
should benefit from lower prices on a 
myriad of items. 

(Induction Heating Corp., 181 Wythe 
Ave., Brooklyn 11, N.Y.) 


MATERIALS HANDLING 


Another advance in materials han- 
dling practices is an all-aluminum con- 
veyor featuring a sagless and vibration- 
less belt-plate top that handles parts at 
variable speeds up to 100 feet per min- 
ute in either direction. Its rust-proof 
characteristics make it perfect for use 
in the food, dairy, drug and chemical 
fields, as well as in general industrial 
operations. 

(Mercury Conveyors, Inc., Hillsdale, 
N. J.) 


SEWING SAGA 


First successful non-twisted thread is 
one made from nylon fibers. Called 
Monocord, it’s neither a monofilament 
nor a coated nor a resin treated thread. 
Eliminating the spirals and ridges of 
twisted thread, it’s expected to enjoy 
wide usage in a variety of industries, 
as well as in home sewing circles. 

(Belding Corticelli, Putnam, Conn.) 


“AIRCOMATIC” WELDING 


Innovation in welding is a _ gas- 
shielded, metal arc method, in which 
the ‘conventional non-consumable elec- 
trode is replaced by a continuously-fed, 
consumable wire which is fed to the 
work through the barrel of a welding 


“gun” as illustrated. The filler metal 
carries welding current and an arc is 
maintained between the end of the wire 
and the work. Now used with alum- 
inum, its application to other metals is 
being explored. 

(Air Reduction Sales Co., 60 E. 42nd 
St., New York 17, N.Y.) 
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New Fashion 


THE REPORT STATED laconically that 
Western Union’s home office building 
in New York City had been sold for 
$12,000,000, one of the biggest indi- 
vidual deals in real estate history. What 
it didn’t include was the addition of a 
dramatic note of human interest to the 
story of American business, and the fact 
that the transaction highlighted a wide 
new trend in financing. 

The man who concluded the Western 
Union deal was David B. Gadlow. 
Thirty years ago he sold newspapers on 
a corner in the financial district. If he 
hadn’t disliked cold weather, he might 
still be a New York resident, renting 
apartments, Instead, he moved to San 
Francisco and began a career which has 
made hi: one of the country’s biggest 
individual real estate operators. In the 
last three years he has handled some 
$50,000,000 worth of what have be- 
come known as sell-for-lease deals. 

In San Francisco, Gadlow had han- 
dled occasional real estate transactions 
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for Safeway Stores, Inc. One day, in 
1936, L. A. Warren, Safeway president, 
complained that he was tired of having 
the firm’s money tied up in “bricks and 
mortar.” From this evolved an idea 
which was summed up in: “Why not 
sell the buildings to some organization 
that needs sound investments, then rent 
them back at a reasonable rental over a 
long term?” 

Gadlow went to work. The idea 
proved successful and set the pattern 
for his future operations. He has sold 
factories, warehouses, office buildings, 
and retail properties to colleges, insur- 
ance companies, and _ philanthropic 
foundations. Typically, he has sold 
Safeway stores to the Coggswell Poly- 
technical College of San Francisco, a 
group of F. W. Woolworth properties 
to Yale, and the Western Union build- 
ing to the Woodmen of the World Life 
Insurance Co. 

After deciding that a property can be 
sold to everybody's advantage; Gadlow 





prepares charts and statistics illustrating 
that the building as such adds no value 
to the business, and that the business 
can acquire that much more operating 
capital without impairing its credit, 
without going to the bank or issuing 
stocks or bonds, at less cost. And the 
rent is a tax-deductible expense. 

To a potential school buyer, for ex- 
ample, he points out that it has an 
endowment fund which must be in- 
vested carefully. What better invest- 
ment than a good building occupied by 
a firm with a top financial rating? The 
building is leased back to the original 
owner at a rental that returns the in- 
vestment in 20 or 30 years. A renewal 
clause at a smaller rental. is so much 
more gravy to the investor. 

Since the war, brokers have been 
turning to these sell-for-lease deals in 
increasing numbers. Tax-exempt insti- 
tutions have found them particularly in- 
teresting because of their safety, their 
good return, and the fact that invest- 
ment possibilities for them are limited. 
And now that about 40 states have 
changed their laws to allow insurance 
companies to buy such real estate, last 
year alone they invested, according to 
an estimate by the Institute of Life In- 
surance, over $120,000,000.—WiLFRED 
WEIss. 
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Our experience in preparing and publishing annual report advertise- 
ments . . . our copy, typographical and art facilities . . . should be 


We suggest an appointment for one of our executives to go over this 
important subject with you. 


ALBERT FRANK-GUENTHER LAW, inc. 
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Utilities 
(CONTINUED FROM PAGE 25) 


active business conditions continue. 

Earnings are not keeping pace with 
rising costs, and new plants, not yet 
completed, of course are not paying 
dividends. Executives will argue that 
increased earnings are vitally necessary 


to attract new capital to continue ex- 


pansion. 

’ ° Most rate increases sought, however, 
will not be large. Fuel escalator clauses 
will be the most prominent request. 
Other rate adjustments will equal, in 
general, no more than a 10% increase, 
though the needs of different companies 
will vary widely. 

Although all shades of opinions pre- 
vail among the regulatory commissions 
on the question of raising utility rates, 
which in the past have always been 
reduced rather than raised, it seems 
likely that the utility industry will get 
most of the increases it seeks. 

The threat of government owner- 
ship, a black cloud menacing the pub- 
lic utility industry during the past 15 
years, seems at least to be growing no 
blacker. 

Municipalities are too busy raising 
money for new sewers, streets, etc., to 
feel in the mood for taking on any 


a 


added responsibilities in the nature of 
municipally-owned power plants. 

As for the Federal Government, 
its sought-for expansion into the elec- 
tric utility business met a setback with 
the defeat of a proposed appropriation 
for a steam generating plant for TVA. 
This action by the last Congress 
strengthened the precedent that gov- 
ernment electric enterprises are justified 
| when hooked up with flood con- 
trol and similar projects. 

To sum up, the following forecasts 
seem justified: 

In the event of a continuation during 
1949 of the current boom, the utility 
industry will find it more and more dif- 
ficult to keep revenues at a comfortable 
distance above expenses without the 
benefit of general rate boosts. 

The cost of fuel, labor and main- 
tenance will continue to climb, and 
the industrial and residential growth 
throughout the country will make 
necessary continued expansion of gen- 
erating facilities. 

Although in many cases net income 
in 1949 will equal or exceed 1948, 
earnings per share will often show a 
drop because of the increased volume 
of securities outstanding. 

On the brighter side, however, is the 
fact that continued strong business ac- 
tivity throughout the country will tend 


to keep the market favorable for 
launching necessary new security is- 
sues. But companies must demonstrate 
that a good yield will be forthcoming. 

The key to the problem lies with the 
various State regulating authorities. 
The investor, therefore, should have a 
look at the commissions which regulate 
his companies. Some will be more re- 
ceptive to rate petitions than others. 
Without widespread rate increases the 
industry will not do as well in 1949 as 
it has done in 1948. 

If, however, as current reports might 
indicate, we face some sort of leveling 
off or decline in business activity in 
1949, then what? 

The outlook for the utility industry 
would be less gloomy than for business 
in general. The wide variety of the 
uses of electricity, and the diversity of 
the industry’s customers, provides insur- 
ance against revenues dropping much 
below their present levels. Only a little 
over half of utility revenue is derived 
from sales of power to commercial and 
industrial enterprises. The bulk of the 
remainder comes from residential and 
rural electricity users, whose consump- 
tion of power is not greatly affected by 
the rise and fall of business activity. 

For the industry as a whole, a tem- 
porary national economic set-back 
would not be a serious blow. 





TO A CHESS PLAYER, THIS SIGN 
MEANS TAKES AND CHECKS 


TO EVERYONE, THIS GULF SIGN 


STANDS FOR 


e This Gulf emblem on any product stands 
for two guarantees of excellence. One visible, 


one invisible. 


The visible guarantee is evidenced by the 
plant and properties that make Gulf one of the 


TWO GUARANTEES! 


largest producers and refiners of crude oil. 


The invisible guarantee is the determination 


of Gulf to make the best petroleum products 


Gulf Oil Corporation 
Gulf Refining Company 


General Offices, Pittsburgh, Pa. 
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that skill, science, loyal employees and alert 
management can jointly achieve. 
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ForBEs Polls the Economists 
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Profits, production, prices to sag, say experts. Many uncertainties loom in 
year’s first quarter as business awaits actions of new Congress 








WHAT WILL THE 8lst Congress do? 
This looms among the most important 
questions in the minds of ForseEs econ- 
mists for 1949’s opening quarter. One 
observer even cites the following as the 
quarter’s Most Pressing Problem: What 
economic policies the Government will 
follow. And says the most pessimistic of 
our panel of experts, predicting dim 
prospects right down the line: “I do 
not know waat to expect other than 
continued sagging of business in almost 
all respects.” 

Another, less gloomy, states: “I think 
business is too apprehensive over lib- 
eral legislation; nevertheless, general 
level profits are likely to decline next 
year, with returning buyers’ markets 
and cautious buying in more and more 
items.” 

None of our forecasters, incidentally, 
anticipates any increase in corporate 
profits. With one exception, who ex- 
pects profits for the quarter to remain 
at about the same levels as a year ago, 
they all predict a dip in profits, reduced 
sales volume. Production, too, is ex- 
pected to decline slightly, although the 
materials supply is seen as improving— 
one economist, in fact, foresees “plenti- 
ful” raw materials. 

There’s no unanimity among our ob- 
servers this time as to industry's Most 
Pressing Problem. In addition to the 
view cited above, the two chief factors 
listed are: “An economic program to 
fit our needs and ability to finance with- 
out serious impairment of general con- 
fidence,” and “How to stop and reverse 
inflationary tendencies.” 

As to the latter, however, several of 
our economists, instead of regarding in- 
flation as a continued threat, see it on 
the contrary as having already been 
halted. But says one: “Further inflation 
is not a danger unless government 
spending is stepped up by the new 
Congress beyond present expectations.” 
Others predict a beginning of a “mod- 
erate deflationary trend.” 

In general, prices for the new year’s 
opening quarter will reveal a “down- 
ward tendency,” though wages are ex- 
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pected to “inch up.” A representative 
view: “There will be demands for high- 
er wages but they will be less universal 
and less excessive than previously be- 
cause of a declining cost of living. Man- 
agement will be less willing to grant 
higher wages and any increases are 
likely to be moderate.” 

On the whole, our forecasters antici- 
pate “relatively quiet” conditions on 
the labor front, with wage settlements 
“made without the development of ex- 
tensive strikes.” And: “There'll be little 
change in employment.” 

Other highlights of Forses 39th 
quarterly forecast: 


ForEIGN TRADE. Tendency will be 
for the decline to continue, but perhaps 
at a less rapid rate than during the past 
year “because of the support provided 
by American aid to foreign countries.” 


LEGIsLATION. Not much, say the ex- 
perts. Typical views: “No important 








Economists participating in 
ForBes quarterly forecasts in- 
clude the following: 

William T. Livingston, Alex- 
ander Hamilton Institute. 

V. Orval Watts, Foundation for 
Economic Education. 

O. A. Day, Wilson & Co. 

Oscar P. Pearson, Automobile 
Manufacturers Assn. 

E. R. King, Eastman Kodak 
Co. 

S. Morris Livingston, Bureau of 
Foreign & Domestic Commerce. 

Martin R. Gainsbrugh, Nation- 
al Industrial Conference Board. 

Murray Shields, Bank of the 
Manhattan Co. 

N. R. Whitney, Procter & 
Gamble Co. 

Numbers of other contributors, 
for various personal or’ business 
reasons,. prefer to participate 
anonymously. 








Federal legislation unless a new Taft- 
Hartley law, toward end of March,” 
and: “Consideration will be given to 
an increase of corporate taxes.” 

Other significant opinions: “Expect 
much difficulty with the Administra- 
tion’s legislative program, except ex- 
tension of social security.” “Legislation 
of incoming Congress will be upsetting 
to business planning.” 


INTERNATIONAL. The majority pre- 
dict “some evidence of cooling off.” 
Two dissenters: “Continued internation- 
al insecurity.” “International affairs 
muddled.” One “economist takes this 
somewhat optimistic position: “Any out- 
standing developments are unlikely, but 
tendency will be toward more peaceful 
relationships with the prospective im- 


provement in economic conditions 
abroad.” 


NATIONAL INcoME. All our experts 
agree here: Look for at least a moder- 
ate downtrend in national income 
(down 5%, says one), and a leveling off 
in sales. 


FAVORABLE Factors: Most advan- 
tageous factors during 1949’s first quar- 
ter include: “Slight downward drift of 
cost of living;” “large agricultural and 
industrial production;” “full employ- 
ment;” and “the halt in the extension of 
inflation.” One observer, however, states 
flatly that: “I do not know of any fa- 
vorable factors except that some Con- 
gressional opponents of the Truman 
New Deal still feel like fighting.” 


UNFAVORABLE: On the black side of 
the picture, the following stand out: 
“Greed of bureaucrats and unioneers 
for power;” “increasing pressure on 
marginal businesses;” “threat of fourth 
round of ‘squirrel cage’ economics;” 
“high and unstable price level;” “inter- 
national situation;” “high level of gov- 
ernment expenditures and consequent 
difficulty in further reducing taxes;” 
“uncertainty in the outlook for legisla- 
tion on taxes, labor, etc., by incoming 
administration.” 












Which Television Stocks Are in the “Growth” 
Position of GM or Dow of 25 Years Ago? 


Fortunes have been made in “growth” stocks in the past. For example, $2,000 invested in 1924, in 


General Motors and Dow Chemical, with dividendsand split-ups reinvested each year, would have grown 
to $97,000 by 1948! 


Fortunes are being made again in “growth” stocks. Right now television is roughly comparable to radio in the early 
1920's; to the auto industry a decade before. . 


Yes, television is growing fast! Production of television sets has risen from 10,000 in 1946 to 179,000 in 1947; to 
800,000 in 1948. And responsible industry spokesmen predict 2,000,000 new sets for 1949! 


All fifteen of the leading television set manufacturers and six suppliers of television parts are carefully “rated” in the 





Special Report being issued by the staff of Investors Advisory Institute titled: 


“PROFITS IN TELEVISION” 


This profit-pointing Survey is available free with a trial subscription 
to introduce more investors to the weekly Service of the Investors Ad- 
visory Institute. 


Send for your copy of this Television Survey today. It brings you: 


1. Details on each of the 15 leading set manufacturers (5 selling 
below $10) and our staff's selection of the 4 in strongest 
position to profit most in coming expansion. Also 2 to avoid. 


. Statistics and comment on each of the 6 television parts 
manufacturers with special emphasis on: One that has shown 
substantial earning power through royalties on television pat- 
ents; another with RCA, Philco, Admiral and Zenith as clients 
that has earned a profit in each of the 18 years it has been 
in business, paid dividends for past 15 years and yet is selling 
around $9; still another selling around $3, a promising specu- 
lation due to recent change in management. 


This Special Survey will prove especially valuable to investors who 
have recently bought television stocks or are considering purchase. 


Continuous Supervision Pays 


Three of the four television stocks our staff considers best among all 
15 leading set manufacturers are currently carried in our "Supervised 
List of Low-Priced Stocks for Appreciation.” This means that you will 
be advised each week of price movements of these stocks and any 
favorable or unfavorable developments affecting their future. Should our 
staff decide to take profits or switch out of these three television stocks, 
you will be advised in our weekly Bulletin. 

The FORBES Investors Advisory Institute's Weekly Service goes to 
press after the market closes each Friday. Mailed first class or air mail 
{if you choose), it reaches you Monday morning. 

No other investment service includes so many money-making weekly 
features. Mail coupon below for trial subscription. 


INVESTORS ADVISORY INSTITUTE, INC. 


Subsidiary of B. C. Forbes & Sons Publishing Co., Inc. 
120 FIFTH AVENUE NEW YORK 11, N. Y. 


a valued customer of our parent organization — Forbes 


N: NEED to send any money now unless you prefer. As 
Publishing — we'll gladly bill you. 








Use These 14 Weekly Features 
For Greater Profits in "49: 


1. Concensus of 60 Leading Experts on the 
near-term and long-term market outlook. 


2. Clear-Cut Analyses of the reasons behind 
their predictions 


3. Our Own Market Forecast, telling you in 
unhedged language what to do and why. 


4. Present Investment Policy . . . what per- 

centage of your funds to keep in cash... in 

bonds . . . in stocks. 

5. Three"Supervised" Investment Programs 

— for appreciation .. . for income . . . for sta- 

bility — plus weekly program changes. 

6. “Stock of the Week" — detailed analysis 

and appraisal of the stock in the week's lime- 

light. 

7. “Industry of the Week"—complete study 

of the industry making top news . . . carefully 

analyzed and appraised. 

8. Model Portfolios . . . how market experts 

set up a typical program for various types of 

investment objectives. 

9. Low-Priced Speculations . . . selected 

low-priced issues with different characteristics 

and purposes. 

10. Digests of current writing by market au- 

thorities. 

11. What Traders are recommending to their 

clients. 

12. “Review of Recommended Stocks”... 

a summary of significant news affecting "Super- 

vised Recommendations” and your investments. 

13. Investment and Business Barometers 
. vital facts needed for sound security man- 

agement graphically presented. 

14. Earnings and Dividend Calendar... 

summary of earnings reported and dividend 

actions on major stocks. 





INVESTORS ADVISORY INSTITUTE, INC. 
120 Fifth Avenue, New York II, N. Y. 


Send me at once your Special Survey on "'Profits in Television.'’ Enter 


Simply fill in and mail coupon TODAY. Test for yourself 
the Investment Advisory Service that has done so well for 
subscribers that it is already one of America's fastest-growing 
Investment Services. You will receive by return mail our Spe- 
cial Survey, "Profits in Television" FREE with your subscription 
to our weekly 8-page bulletin Service. 


[] 3 Months $15 


Fill in Coupon—Mail Today! 





my subscription as checked below. 


[| 6 Months $25 [ One Year $45 


C) Air Mail $1 Extra Per Year (Foreign Rates on Request) 
C) Enclosed is $ 


C) | will remit when billed. 








JOSEPH D. GOODMAN 
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Caution, N ot 


I aM LEss pessimistic than most over the outlook 
for the coming three months, for 1949. 

Distinction, I feel, should be made between 
stock market prospects and industrial-commercial 
prospects. 

Stock prices are on a relatively low basis; indus- 
trial, merchandise prices are on a relatively high 
basis. 

It would be logical, therefore, for the trend in 
stock quotations to be less distinctly downwards 
than the trend in other prices. 

Frankly, while it may be that untoward events 
will depress stock quotations, I cannot reason out 
how sellers could more advantageously utilize the 
proceeds, for income, than by investing in sea- 
soned, high-grade stocks paying generous divi- 
dends. 


SOME RECESSION SIGNS 


Unquestionably, some soft spots are appearing, 
unquestionably some post-war peaks are receding, 
unquestionably fewer all-time-high “records” are 
being registered. 

Some samples from the latest news: 

Workers in various durable goods plants and 


fields are being laid off in at least moderate num- 
bers. 


Wwe OPEN SPACES 
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Courtesy N. Y. Herald Tribune, Inc. 
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Consternation 


Significantly, the lumber ane reports some 
recession. 

Pittsburgh reports the layoff of 10% of the area’s 
coal miners, with reserve coal piles superabundant. 

Retail trade lately has diminished somewhat in 
nearly all sections. 

Price-cutting in men’s clothing has become epi- 
demic. 

The whole textile industry’s long-sustained boom 
has passed its zenith. 

The Department of Commerce reports unprece- 
dentedly high business inventories. 

One headline: “Pottery employment down first 
time in 8 years.” 

In other directions symptoms of contraction are 
visible. 


WASHINGTON WATCHED 


All eyes are on Washington. 

Despite President Truman’s assurances that busi- 
ness has nothing to fear from his Administration, 
fears are rife that he and his Democratic-controlled 
Congress will enact legislation not conducive to 
prosperity and full-time employment. 

That he will recommend pro-labor legislation is 
taken for granted, since labor union leaders claim 
chief credit for the Truman triumph. 

However, it is questionable whether the majority 
in Congress will sanction total abolition of the 
Taft-Hartley Law and total restoration of the lop- 
sided Wagner Act. 

Of course, more wage demands must be ex- 
pected, regardless of whether the cost of living is 
stabilized, creeps up or down. 

Opposition to a fourth turn of the inflationary 
wage screw will be vigorous, by industry and by 
many consumers—although these two groups, not 
adequately organized, are largely at the mercy 
of powerfully-organized, politically-powerful, union- 
eers. 


I don’t expect war this year. 

I don’t expect social-economic-financial catas- 
trophe. 

I expect progress in Western Europe’s (and in 
Britain’s) economic recovery. 

Yes, ’tis a time for caution, conservatism, but 


not consternation, jitteriness. 





THE BEST 
— TIME 
TO BUY 
STOCKS 


According to the theory of Scottish In- 
vestment Trusts, which have profited hand- 
somely by it, the best time to buy stocks is 
when yields are high; and the best time to 
sell stocks is when yields are low. The aver- 
age yield on high grade bonds (shown every 
week under our Financial Summary) is an 
investor’s guide in deciding when common 
_— yields are “high” and when they are 
“ ew’ a 


20 Stocks Rated “A” 
With Indicated Yields 
of 6% to 1.9% 


On November 25 FINANCIAL WORLD 
published an interesting study of 20 common 
stocks, all accorded “A” ratings by our 
analysts, which should appeal to income- 
minded investors at this time. The group 
is well diversified and the indicated yields, 
ranging from 6% to 7.9%, are well over 
double the current average net return on 
high grade bonds. This means many quality 
stocks are now low-priced in relation to 
dividends, and as compared to quality 
bonds. . . . The surest way to avoid costly 
investment mistakes and to avoid missing 
attractive investment opportunities, is to 
keep better informed week after week on 
the outstanding factors that ultimately de- 
termine stock values and market prices. 
FINANCIAL WORLD is helping thousands 
of successful investors to do just that — why 
not you? 


MAIL ‘‘AD” WITH $6 


for seventeen weeks’ trial, or $18 for a 
whole year. Or, send no money and ask us 
to bill you later. We will include copy of 
“20 Stocks (Rated ‘A’) With Indicated 
Yields of 6% to 7.9%’. Your money back in 
30 days if not satisfied. 


FINANCIAL WORLD 


86-FB Trinity Place, New York 6, N. Y. 








Pre-publication Offer 
Ready SOO New 128-pg. 


January 6 Folio 


CYCLI-FGRAPES 


with 12-year coverage of Earnings and 
Dividends — Monthly Price Ranges 
up to date through Dec. 31. 





VETEAR This New Year Edi- 
tion of CYCLI- 
GRAPHS contains 
individual charts of 
the 500 largest and 


+ + + 


most active listed 
stocks. They por- 
tray the dynamic 
cyclical swings for 
the entire prewar, 
wartime and post- 
war period since 
1935. 








PRE-PUBLICATION OFFER: Send $3 before 
January 6 for Folio FM-11— (thereafter $4). 


SECURITIES RESEARCH CORPORATION 
141 Milk Street, Boston 9, Mass. 











STOCK SELECTOR 


A simple, mechanical method, based on price ac- 
tion, picks stocks which will advance five times 
as much as the Dow average, according to the 
record since ’32. Its selections advanced 4.180% on 
the ’42-’°46 upswing! Complete description, $10. 
Satisfaction or money will be refunded. Additional 
information on request. 


J. E. DeMANDEL Russ Bldg., San Franciscd 
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GUIDE POSTS 


by JOSEPH MINDELL 


TO WALL ST. 


The Year-End Rally 


THE TRADITIONAL year-end rally is one 
of the most dependable of all seasonal 
stock market moves. _ 

It is brought about by the pressure 
and decline which is caused by the late 
selling of stocks for tax purposes—which 
creates the bottom for the rally; and 
then by the reinvestment of year-end 
dividends, interest and extras as the 
driving power behind the rally. Its 
occurrence is highly dependable, but 
its timing and magnitude vary some- 
what. 

In 1937 the year-end rally started 
from a bottom in the last week of De- 
cember at 119 in the Dow-Jones Indus- 
trial Average, and carried to 134 in the 
middle of January. In 1938 it started 
at 146 at the end of November and 
carried to 155 in the first week of Janu- 
ary. In 1939 it started at the beginning 
of December at 146 and carried to 153 
in the first week of January. In 1940 
it started at 128 in the last week of 
December and carried to 134 in the 
middle of January. In 1941 it started 
at 106 in the last week of December 
and carried into the first week of Janu- 
ary to 114. 

In 1942 the market was in the early 
phase of a sustained bull market, and 
the year-end rally merged inperceptibly 
into the general rise, with a low at 114 
in late November and level of 126 at 
the end of January. 

In 1943 the year-end rally started at 
130 at the end of November and car- 
ried to 139 in the second week of Janu- 
ary. In 1944 it started at 146 in the 
latter part of November and carried to 
156 in the middle of January. In 1945, 
in the culminating phase of the 1942- 
1946 bull market, it started late in No- 
vember at 189 and carried up to 205 
early in January. In 1946 it started at 
164 late in November, and again was 
merged imperceptibly in a strong move 
which reached 180 at the end of Janu- 
ary. Last year the rally started at 176 
in the first week of December and car- 
ried to 181 at the beginning of 1948. 

Thus, if we eliminate the 1942 and 
1946 cases we have nine instances with 
rises ranging from 5 to 16 points. Five 
of the cases range in a median between 
6 and 9 points, and the arithmetic ave- 
rage of all nine cases is 9% points. 
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Under present eircumstances, too 
much should not be expected of a year- 
end rally, for it is occurring in the face 
of preliminary signs of the long-de- 
ferred cyclical downturn in business. 

Retail sales are beginning to compare 
unfavorably with the same period last 
year. Despite high employment and na- 
tional income, Christmas buying some- 
what lacks the vigor of recent years. 

Armaments and social legislation 
make it highly probable that higher 
tax rates are coming—especially for 
corporations. Wage rates will rise an- 
other notch in many basic industries. 

A Recent Federal Reserve Board 
study of public savings revealed a 
sharp contraction in the last two years, 
and this is undoubtedly one of the 
forces making for consumer resistance. 

All of this adds up to a squeeze on 
the operating profit margins of industry. 

With profit margins shrinking, new 
private capital expenditures will con- 
tract, and eventually that will affect 
employment. 

Commercial loans have just started to 
ease off a little bit. This reflects an 
ebbing of business confidence and is re- 
sulting in a contraction of funds flowing 
into business. 

For the investor all of this spells cau- 
tion. For those who are not sufficiently 
liquid the year-end rally offers an op- 
portunity to do some selling. 

Television, one of the most expand- 
ing sections of industry, and airlines, 
one of the most deflated, should pro- 
vide some of the best performers in a 
year-end rally. 





To meet the demands of ForBEs 
readers, all of the material in Mr. 
Mindell’s “Guide Posts to Wall 
St.” since its inception in April, 
1946, along with charts and much 
supplementary data, has been 
published in a 320-page book 
titled “The Stock Market—A Basic 
Guide for Investors.” Price: $5. 
Return this announcement with 
remittance of $5 for your copy. 
Address: B. C. Forbes & Sons 
Publishing Co., Inc., 120 Fifth 
Ave., New York 11, N. Y. 
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1949—A MARKET PREVIEW 


Anyone can be wise after the event. Post-mortems are a dime a dozen, but one useful 
prediction is worth its weight in gold. We have expended time, money, and effort in assembling 
as accurate and valuable a preview as we know how of the potential market trends of 1949. We 
are not offering you just this particular Annual Forecast, we are offering you a remarkable 
record of forecasting based on twenty years of intensive research and seasoned experience. 
This is a professional estimate of market action in 1949, based on technical, economic, cyclical 
and psychological factors. What is it worth to you? It is reasonable to ask 1/20 of a one point 
profit on a hundred share lot? For only $5.00 you will receive not only the Annual Forecast, 
but the next three issues of our Weekly Bulletin as well. Fill in the coupon below, today, for 
this offer is good for a limited time only. 


LET’S LOOK AT THE RECORD 








In 1948, we said: “During Januazy or February, reactions 
may prevail. These may extend into the month of 
March. From March or April the trend appears upward. 
Decline noted in November and December.” 


In 1947, we said: “Our chart shows a market advance in 
January, followed by irregular declines that reach bottom 
at some time between May and July, succeeded by ir- 
regular advances in the latter half of the year.” 


In 1946, we said: “Our chart indicates a reaction to 
come during the spring months, followed by an advance 
to the month of August, culminating in sharp declines 
sometime between August and October.” 


In 1945, we said: “Cycles point to a bull market. These 
bullish forces are so powerfully evident that we are con- 
fident of much higher prices at the end of the year.” 
In 1944, we said: “Advancing forces predominate through 
the entire year.” 


OUR HAPPY CLIENTS SAID 


We quote below excerpts from the numerous letters we 
have received from satisfied clients: 


From Heliopolis, Egypt, Mr. J. F. O., August 12, 1948: 
“Thanks a lot for your weekly letters. I’ve taken several 
advices, but yours is the first one that went through 
the range of fire without getting scorched.” 


From Anniston, Alabama, Mr. L. C. W., September 24, 
1948: “I want to congratulate you on the service you 
are giving us. It is the best and most specific service I 
ever tried. . . . Your service tells us when to buy, when 
to sell and the name of each stock to trade in. There 
is nothing ambiguous or misunderstanding about it.” 


From Nashville, Tennessee, Mr. K. W. S., October 11, 
1948: “I want to take this opportunity to say that I 
think your bulletins are extremely good, perhaps even 
the best single thing of their kind I have seen.” 


From Cohasset, Mass., Mr. G. A. C., September 23, 
1948: “I congratulate you on your consistent success in 
forecasting stock market movements.” .. . 


From New York City, Mr. H. C., September 13, 1948: 
“So far your service appears to be unbelievably 
good.” ... 


From Tulsa, Oklahoma, Mr. G. O. S., September 24, 
1948: “I appreciate having the privilege of being a sub- 
scriber to your service and wish to commend you on 
your work.” ... 


10 PROMISING LOW-PRICED ISSUES 


As a special feature of this year’s forecast, we are listing 
ten low-priced securities which we believe may advance 
most percentage-wise in the next market advance. This 
list, taken from the regular STOCK SELECTOR depart- 
ment of our Weekly Bulletin is worth the price of the 
forecast all by itself. 


REMEMBER— In 1949, as in all other years, 


some people will trade in Stocks, and others will trade 
in Regrets. Prepare for Success by Being Prepared. 
Fill in the coupon below and make a practical test of 
just how useful and valuable this service can be for you. 


STEPHEN GARGILIS FINANCIAL SERVICE 


30 HUNTINGTON AVENUE 


BOSTON 16, MASS. 


Yes—Send me your Annual Forecast for 1949 and three weeks of your Bulletin Service. Enclosed find $5.06. 














| How To Do Better in the 
Stock Market 


Here at last are all the tested market methods you 
will ever need in one handy volume. Now you, too, 
can apply at once the wealth of profit-making infor- 
mation in this practical new Stock Market Guide. 


Use This New Book 
to Discover: 
1. How high present 
market should go! 


2. Which industries and 
companies are best 
now! 











3. How to pick coming 
market leaders! 


Written by Joseph Mindell, recog- 
nized market authority and prom- 
inent Wall St. analyst. Brings you 
the inside, little-known methods 
of successful operators. Helps you 
replace ‘‘tips’’ and hunches with 
the science of when to buy, what 
to buy, when to take profits, when 
not to buy and when to sell short. 











Here are just a few of the 428 
subjects covered in this encyclo- 
pedia of successful stock trading’ 

. How to detect Major Tops and Bottoms. 

. How to Select Growth Stocks. 

. When to Use the Dow Theory. 

Best Sources of Information. 

. When and How to Sell Short. 

. How to Judge Intrinsic Values. 

. News and the Stock Market. 

. Knowing Your Industry and Company. 

. Major Trend of the Stock Market. 

. How to Avoid Pitfalls. 

. How to Average for Greater Profits. 

. Setting Up a Diversified Portfolio, etc. 


WHAT MARKET EXPERTS SAY 


“Designed to enable one to judge the news and other 
factors affecting security prices, to select most promis- 
ing industries and soundest companies, to detect the 
major trend of the market and to spot major market 
tops and bottoms.’’ —Wall Street Journal 
“Analyzes more factors influencing security price 
movements than have ever appeared in a single vol- 
ume heretofore.” —N.Y. World-Telegram 
“The best outline of modern stock market theory and 
practice that we have ever seen. The author has been 
a careful and decidedly successful stock market stu- 
dent and trader—he has the gift of being both a sound 
thinker and lucid writer.”’ —H. M. Gartley, Inc. 
“Valuable contribution . . . on the preferred list. . . 
a special recommendation.’’—Standard ‘oor’s Corp. 


INVESTORS’ PRAISE 


“Of all the material on the stock market, 
yours is the most broad-gauge and most 
scientific.” —J.S.G., Alton, IIl. 
“The most logical and penetrating approach 
to technical market action I have ever read.” 
—P.N.S., Phila. 
“Congratulations on putting so difficult a sub- 
ject into such plain language.”—L.K.A., N. Y 


You, Too, Can Get Results from This 
Profit-Pointing Volume 
Only $5.00 postpaid. (A single chapter may 
make or save you thousands of dollars.) 
428 Subjects—320 Pages—6 Charts— 
Glossary of Terms—Complete Index 
Replace hit-or-miss methods with the tested 


techniques of the experts. Simply fill out and 
mail the coupon below today. 


MONEY BACK OFFER 


If book does not completely satisfy, return 
within 10 days for refund. 


CONAN PWN 








! B. C. Forbes & Sons Publishing Co., Inc. I 
i 120 Fifth Avenue, New York 11, N. Y. t 


| Please send me a copy of Joseph Mindell’s J 
I new book, “The Stock Market—Basic Guide 1 
for Investors.” I understand I may return 
fin 10 days for refund if not satisfied. | 
§ O Enclosed is $5 (Ship Book Prepaid) (On | 
, N. Y. City Orders Add 2% for Sales Tax) t 








Stock Analysis } 





by W. C. HANSON 


Convertible Preferred 


Stocks for 1949 








SELECTED CONVERTIBLE PREFERRED STOCKS FOR 
INCOME AND CAPITAL GAINS 


No. of 
Common 
Shares for of of of 
Each Pfd. Common 
2.35 
2.22 


Preferred Stocks 
(and Dividend Rate) 


Amer. Cyanamid—$3.50 
Atlantic Refining “A”—$4.00. . 
Aveo Mfg.—$2.25 

Dow Chemical—$3.25 

Dresser Industries—$3.75 

Food Machinery—$3.25 
General Mills—$3.375 
Johns-Manville—$3.50 
McCrory Stores—$3.50 
Mengel Corp.—$2.50 
Minn.-Honeywell—$3.20 
Monsanto Chemical—$3.25 ... 
Paraffine Cos.—$4.00 


Approx. 


Value 
Recent of Pfd. in 
Price Terms 


Recent 


Price Approx. 


Yield 
on Pfd. 


3.5% 
3.8% 
5.2% 
3.2% 
4.5% 
3.5% 
3.2% 
3.4% 
3.8% 
5.1% 
3.6% 
3.1% 
3.9% 


Pfd. Common 
39 100 92 
38 106 
7 43 
48 101 
20 84 
28 92 
51 104 
38 103 
29 92 
13 49 
44 89 
46 103 
20 102 


(a)—On payment of $15 for each preferred share converted. 








You can “eat your cake and have it, 
too”—at least to some extent—through 
the medium of convertible preferred 
stocks. These “convertibles” offer a two- 
way advantage. 

On the one hand, they provide the 
assurance of fixed income, just like any 
other preferred stock. On the other 
hand, they offer potential gains, be- 
cause they can be exchanged for com- 
mon stock of the same company under 
specified conditions. 

For those who want to invest 
cautiously in 1949, but who don’t want 
to miss out on a market rise, certain 
“convertibles” make an. ideal invest- 
ment. , 

But here, as elsewhere in the realm 
of investments, it pays to be discrim- 
inating, and to “investigate before you 
invest.” Not all convertible preferreds 
are necessarily attractive just because of 
their convertibility. Rather, it’s always 
wise to determine just what the conver- 
sion option is really worth. 

Of the various convertibles outstand- 
ing, we have selected certain issues be- 
lieved to have above-average possibili- 
ties. The list does not claim to be 
all-inclusive. Actually, there are other 
convertibles with possibilities, which 
we're checking, and will report on later. 

Just when to convert is a question 
that is easily answered. Obviously, it 
becomes advantageous to turn in your 
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preferred stock and ask for the equiva- 
lent number of common shares only 
when the market value of the latter 
becomes greater than the market value 
of the preferred. 

For example, General Mills $3.375 
Preferred is exchangeable for 2 shares 
of common. The latter is quoted at 
around 51, so the 2 shares of common 
would be worth 102 to the preferred 
holder. However, his preferred stock is 
still worth a little more on the open 
market, namely, 104 at the latest quo- 
tation. The figure at which the two 
values are equal is popularly called the 
“flash point,” and is closely watched by 
bargain-hunting investors. 

In the accompanying list the only 
stock close to such a point is Dow 
Chemical $3.25 Preferred, currently 
selling at about the same figure as the 
2.1 common shares which it would 
receive in conversion. Also at a very 
close ratio is the General Mills $3.375 
Preferred referred to previously. 

But don't be fooled by apparent 
“bargains,” such as the situation in the 
Johns-Manville $3.50 Preferred. 

At first glance it would seem that 
the “flash point” has been passed, since 
the three shares of common it would 
get are now worth about 114, as against 
103 for the preferred. But, in order to 
make such an exchange, the preferred 
holder must pay a premium of $15, so 


Forbes 





1) 


ja- 


the spread here would have to widen 
to more than $15, instead of the $11 
now prevailing. 

This is mentioned merely to illustrate 
that there are frequently some “ifs and 
buts” attached to some of the conver- 
sion privileges. Moreover, in some cases, 
the conversion ratio changes, or dimin- 
ishes, after a certain number of years. 
Again, this illustrates the desirability of 
investigating before making invest- 
ments in this (or any other) field. The 
various investment manuals, or your 
own broker, can help you to get all the 
pertinent information. 

Preferred issues in this list which 
look particularly attractive at this time 
are American Cyanamid, Dow Chem- 
ical, General Mills, Johns-Manville, and 
Monsanto Chemical. Quality in each 
case is excellent, income yields are 
reasonably good for issues of this 
grade, and the growth potentials be- 
hind the common shares give the con- 
version feature potentialities. 

Somewhat lower in the quality scale 
is Avco Manufacturing $2.25 Pre- 
ferred, but the difference in grade is 
offset by the more liberal income, plus 
the close ratio between the common 
and preferred. This company’s stake in 
television should result in higher prices 
for its common, and thus enhance the 
conversion privilege. 


B OO K L E T S 


Informative Reading 








Valuable booklets are published by 
many concerns and made available 
free to interested business men. The 
best of these on matters of wide in- 
terest are listed as a service to 
Forpes readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Fornes Magazine, 120 
Fifth Avenue, New York 11, N. Y. 








551. MANAGEMENT AND MEN: A strik- 
ing comparison of European and U. S. pro- 
duction methods. Concludes that incentive 
management techniques must be stressed 
if our industrial economy is to retain its 
vitality, continue to lead the world. 


552. AMerica’s MARKET — A_ FREE 
Wor tp: Inspiring appeal to American busi- 
ness men to help build a world of free 
men, so essential for expanding markets, 
and for the preservation of the principles 
of freedom which give dignity and worth 
to the individual. 


553. Distrisution—A Loox Back, AND 
A Loox AHEAD: Marketing expert, warn- 
ing against the acceptance of the catch 
phrase “distribution costs too much,” and 
other fallacies, traces the growth and 
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stresses the continuing and increasing im- 
portance of distribution in our society. 


554. THe RELATION OF PATENTS TO THE 
Anti-Trust Laws: Unusually clear expo- 
sition of a subject gaining greater attention 
these days. Outlines objectives of the pat- 
ent law, traces its growth, and cites some 
important rulings. 


555. DicTraTION TECHNIQUES: Some 
helpful hints cleverly presented in a book- 
let using cartoons and text to prescribe 
proper methods of dictation for executives. 


556. How Fasnion Distrisutes 80,000 
MILEs oF TEXTILEs: Provides an excellent 
insight into some current problems facing 
textile men, reveals how the dictates of 


fashion control and direct the flow of their 
products. 


557. INCENTIVE PLAN FOR THE FORGOT- 
TEN Man: Booklet reveals the disturbing 
trend evidenced by the steadily dwindling 
supply of venture capital in the face of the 
need for capital expansion. Shows how this 
situation may be remedied 


558. Responsisitity: One of our major 
broadcasting stations lists its definitive 
standards in a working manual of its poli- 
cies. It’s an inventory of today’s general 
measure of acceptability, presented, not 
as negative or arbitrary rules, but as a 
positive framework of attitudes governing 
its service in the public interest. 





you the best prospects for 1949. 


Service. 


»Annual Forecast For 1949¢€ 


The Most Comprehensive and Profit Pointing 
Survey ever issued by this service. 


"Twenty-four (24) pages of facts, figures and predictions. Our definite 
market opinion on all active listed common stocks. Another section 
will provide a complete list of low-priced stocks priced from 1 to 20 
which we rate “above average” or higher. 


In addition to the wide range of specific securities covered, this report 
will include original Investment Studies on the kind of securities offering 


$ Mail $1. with this Ad and your name and address for the 
important Annual Forecast for 1949. At no added cost you 
will get the next 3 issues of Poor’s Investment Advisory 


O4er open to new readers only. 


POOR’S INVESTMENT ADVISORY SERVICE 


Published by Standard & Poor’s Corporation (Established 1860) 
345 Hudson Street, New York 14, N. Y. 


A300-172 





“EXPERT ADVICE” SHOULD YOU FOLLOW? 





There are more than 90 advisory 
services from which investors form 
their opinion on stocks. Whose advice 
should YOU follow? 

To get all these services, you’d have 
to pay $3,000 a year or more in sub- 
scriptions—then study, sift and reconcile 
their differences to get the RIGHT 
course for you to follow. Of course it 
isn’t practical! BUT—a new service 
digests the leading services for you... . 


Subscribe Today to 
DU VAL'S CONSENSUS 


Reads, studies and combs the recom- 
mendations of the leading services— 
boils them down to a simple, readable 
one-page report on exactly what these 
advisory services tell their clients. 


ean rs A 


Tells you EVERY WEEK: 


- Which stocks they predict will move 

« What they say current market trend is 

+ Which stocks advance or decline 3 to 
5 times faster than the general market 


DU VAL'S CONSENSUS 

digests the investment advisory field 
every week. Not ONE expert’s opin- 
ion—but a CONSENSUS rushed to you 
every Monday. 


Send name to get 
next issue without 
cost. Try it FREE! 





DEPT. C-I4l, 
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DU VAL’S CONSENSUS 


542 FIFTH AVENUE, NEW YORK 19, 


N. Y. 











Boom in 1949? 


Will stocks be up or down in 1948? Will a 
boom materialize? When will important tops 
and bottoms be made? Our 1949 ANNUAL 
STOCK FORECAST —the 31st consecutive edi- 
tion — gives a graphic outline for 1949 and 
answers these questions by means of W. D. 
Gann’s Master Time Factor. With it you can 
plan investments as much as a year in advance. 
Price, including Monthly Supplements, $100.00 
or with Weekly Stock Letter one year, $150.00. 
Weekly Letter alone $20.00 three months. 


1849 ANNUITL GRAIN AND COTTON FORE- 
CASTS, $100.00 each or with Tri-weekly Com- 
modity Letter one year, $200.00. Tri-weekly 
Letter alone $15.00 one month; with wires on 
important changes $25.00. 


“SCIENTIFIC STOCK FORECASTING” 
booklet free. Ask for F-6. 


W. D. Gann Research, Inc. 
82 Wall St., New York 5, N. Y. 


TELEVISION 
STOCKS 


Coming Market Leaders? 


NEW six-page Report on the 

striking progress of Televi- 
sion — America’s fastest growing 
industry — and a searching ap- 
praisal of the investment oppor- 
tunities in this field, is being issued 
by UNITED Service. The eight 
important Television set makers 
listed below are reviewed, and 
advice given on their stocks: 


Admiral Radio 

Magnavox Du Mont 
Emerson Motorola 
Philco Sylvania 


Yours With Month’s Trial 
We will send this Special Report & the 
weekly UNITED Bulletin Service for one 
full month to new readers for only $1. 


Send $1 for Report FM-67 NOW! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston 16, Mass. 


An investment advisery service specializing in internal 
market analysis, a scientific approach to market fore- 
casting. Our exhaustive analysis of internal market 
evidence is not obtainabl isewhere. No other service 
is similar to Market Action. To cever costs send $1 
for information and latest bulletin. Write Dept. F. 


MARKET ACTION 


INC. 
P. O. Box 986, G.P.O. New York 1, N. Y. 


























FREE BROCHURE 
“Solving your investment problems” 
Please ask for booklet “’F’” 

ARTHUR WIESENBERGER & COMPANY 
Members N. Y. Stock Exchange * N. Y. Curb Ex.hange 
61 Broadway, New York 6 
Specialists in Investment Company Securities 





Market Outlook i 





by HARRY D. COMER 


No Depression in Sight 


DOW-JONES AVERAGES 


1944 | 1945 : 1946: 1947 | 1948: 


ARRIVAL OF 1949 finds American busi- 
ness basically sound. Despite evidence 
of minor recession in some spots, the 
over-all picture presages continued 
boom in total industrial production. 

Federal Reserve Board’s index of 
production in October registered a new 
peacetime high at 195% of the pre-war 
average. Estimates for the subsequent 
two months indicate that rate was close- 
ly maintained. 

It is noteworthy that fully 95% of the 
current industrial output is going into 
civilian use, only 5% for military or de- 
fense purposes. 

Perhaps few of us realize how great 
was the slump that output for civilians 
underwent during the war years. In 
1942-45, output for civilian purposes 
was only about 75% of pre-war. During 
most of that period, it was below the 
bottom of the depression of 1938. 


o_o. 


; NOVEMBER ; DECEMBER 


Looking ahead, any possible minor 
dip in civilian goods will be readily off- 
set by an expansion of output for na- 
tional defense. Consequently, any major 
down-phase in the general business 
cycle is out of the question for 1949. 

Higher Taxes. Since the election, the 
stock market has done much worrying 
over the possibility of higher corporate 
taxes in 1949. As the new year begins, 
the general level of stock prices seems 
low enough to discount fully the tax 
outlook. 


Here are tabulated a half-dozen im- 
portant stocks which now carry divi- 
dend yields of 7% to 10%. In all cases, 
last year’s dividends would have been 
earned more than twice over, even if 
the corporate tax rate (normal and sur- 
tax combined) had been 50% instead of 
the 38% actually in effect. 








DIVIDEND YIELDS 7% TO 10% 


(From dividends that would have been doubly earned in 1948, even en a 
50% tax basis ) 


% Yield 
10.3 


Stock (> Dividend ) 
Oliver Corp. ($3.00) 


Goodyear Tire & Rubber (4.00) 


Borg-Warner (4.50) 
Celanese Corp. (2.40) 


National Cash Register (2.50)... 


Bethlehem Steel (2.40) 


Estimated Dividend 
Earnings* Times Earned 
$8.75 2.9 
8.00 2.0 
9.60 2.1 
5.30 2.2 
6.75 2.7 
6.30 2.6 


Price 


® Estimated 1948 earnings per share, even after allowing 50% taxes. 

















by JOSEPH D. GOODMAN 


j Investment Pointers 





Bull and Bear Markets 


In 1947 THE AVERAGES ended the year 
just about where they began. The same 
thing happened in 1948. 

There was no appreciable net change 
in the averages in the last two years, 
although some individual stocks went 
up and some went down, during that 
period. As a whole, it was almost im- 
possible to make any considerable 
profits on balance during the last two 
years. 

About the only real chance was in 
the oil stocks, last Spring. 

My feeling is that the averages will 
be lower at the end of 1949 than at the 
beginning. But this is not likely to hap- 
pen to all stocks, nor to all groups of 
stocks, because of the great decline 
which has already taken place in so 
many of them. 

During my adult lifetime I have wit- 
nessed the following bull and bear 
markets. (Dow-Jones averages of 30 
leading industrial stocks are used. ) 

From a low 58, in December, 1914, 
to a high of 110, in November, 1916; 
then down 40% to 65, in December, 
1917, to 119, in November, 1919; then 
down 47% to 63, in August, 1921, to 
381, in September, 1929; then down 
89% to 41, in July, 1932, to 194, in 
March, 1937; then down 53% to 92, in 
April, 1942, to 212, in July, 1946; then 
down 23% to 163, in October, 1946. 

Since the last top, in July, 1946, the 
averages have declined to 163, in Octo- 
ber, 1946; again to 163, in July, 1947; 
to 165, in March, 1948; and to 171, in 
December, 1948. (Now around 180.) 

As can be seen, the real buying 
points were some years apart: 1914, 
1917, 1921, 1932, 1942. 

Considering that the business boom 
seems to be receding, rather than be- 
ginning, the low point, 163 (since 
1946), seems rather high for the start- 
ing of a new bull market unless a flight 
from the dollar should develop as the 
result of government action. 

When one enters the stock market 
around. the beginning of a bull market, 
he has an opportunity to make con- 
siderable profits in the upward sweep, 
which lasts for a considerable time. He 
should make enough then to more than 
offset the losses which are sure to occur 
in the subsequent readjustment. (There 
is always risk in the ownership of any 
type of property, whether stocks or 
something else.) In a bull market, one 
should be. heavily invested; but when 
one sees the trend going against him, 
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he should greatly reduce commitments. 

Those who enter the market around 
the top of a bull cycle, or during the 
subsequent bear market, have rough 
going until a new bull cycle starts. Un- 
fortunately, many people are not at- 
tracted to the stock market until after 
it has advanced a long time, and is 
close to the top. It is extremely difficult 
to make any net profits until the next 
bull market starts. 

There now have been 10 consecutive 
busy years; that’s a long time. During 
half of this period, the nation was mak- 
ing munitions of war, and as a result, 


-huge shortages of many articles ac- 


cumulated. Last Summer symptoms ap- 
peared that the shortages in many lines 
were supplied. 

With the exception of automobiles 
and houses, one has no difficulty now 
in obtaining almost any kind of mer- 
chandise. 

Some makes of motor cars are now 
available for immediate delivery; it is 
likely that before the end of 1949 there 
will be little delay in obtaining cars, 
with a few ar, in 

Housing costs have gone up so much 
that buyers’ resistance has developed. 
If low-priced houses are to be built, 
government subsidies will be needed. 

Further props to the economy are 
supplied by the armament program 
and the European recovery program, 
the extent and duration of which are 
uncertain. Overhead in industry is ex- 
tremely high; profits fade rapidly on 
even a small decline in gross volume. 

The downward trend in the market 
since 1946 was interrupted by the Gov- 
ernment in the Spring of 1947, when 
the price of wheat was pushed up from 
$2 to $3 in a few weeks; thereby pro- 
viding the farmers with many unex- 
pected millions of dollars. 

Again, in the Spring of 1948, the 
downtrend was interrupted by an- 
nouncement of the Defense Program 
and the Marshall Plan. After these ac- 
tions had their effect on the market, 
prices of stocks again fell back to 
around the low zones of 1946. 

Precedent shows that in the last part 
of a bear market, while the averages 
are declining, a great many stocks are 
making bottoms, and do not go an 
lower. Many show a tendency to buc 
the trend of the averages. (The tele- 
vision stocks are doing this now.) 

Many groups are now well deflated, 


such as aviations, movies, utilities, rail- 
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JOSEPH D. GOODMAN 


a member of the New York Stock 
Exchange and a registered invest- 
makes his head- 
quarters in our Philadelphia office. 


ment adviser, 


Transactions for his customers are 
executed and cleared through us. 
Inquiries Invited. 


REYNOLDS & Co. 


Members of New York and other leading 
Stock and Commodity Exchanges 


NEW YORK PHILADELPHIA 
120 Broadway 1528 Walnut Street 
Other New York City Offices 
Empire State Bidg. 


Branch Offices: 
Lancaster, Pa. 


York, Pa. 
Merristewn, N. J. 


Allentown, Pa. 
Scranton, Pa. 
Bridgeton, N. J. 


Pottsville, Pa. 
East Orange, N. J. 
Syracuse, MW. Y. 








OUTLOOK 
for AIRLINES 


4 TIMELY 
BULLETINS $1. © 


RE REEEE EER EERE ERR RRR ag 8 | 


BARBOUR’S 
DOW THEORY 
SERVICE 


12 East Grand Ave., Chicago, il. 
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WHEAT CORN OATS COTTON 





CAPITOL TRADING SERVICE 





A Wire Service for Commodities 
If you are trading, don’t gamble. 
Be well-advised, stay well-informed. 

Become a Happy Trader! 
Address Inquiries to Dept. 0-1 





CAPITOL TRADING SERVICE 





P. O. Box 2014 
Los Angeles 36, California 




















THE RICHARD D. WYCKOFF 
COURSE OF 
STOCK MARKET INSTRUCTION 
Ask for Booklet FB 


WYCKOFF ASSOCIATES, INC. 


92 Liberty Street New York 6, N. Y. 
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'CELANESE 


CORPORATION OF AMERICA $ 


180 Madison Avenue, New York 16, N. Y. 


HE Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRE!) STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable January 1, 1949 to 
holders of record at the close of busi- 
ness December 17, 1948. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 Pa share, 
pavable January 1, 1949 to holders of 
record at the close of business De- 
cember 17, 1948. 

COMMON STOCK 


60 cents per share, payable Decem- 
ber 31, 1948 to holders of record at 
the close of business December 17, 
1948. 


R. O. GILBERT 
Secretary 


December 7, 1948 




















SOUTHERN CALIFORNIA 
EDISON COMPANY 

Common Dividend No. 156 

Preference Stock 

4.48% Convertible Series 

Dividend No. 7 

Preference Stock 

4.56% Convertible Series 

Dividend No. 3 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

3714 cents per share on the 
Common Stock; 

28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series ; 

2814 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

All three dividends are pay- 
able January 31, 1949, to 
stockholders of record Jan- 
uary 5, 1949. 

O. V. SHOWERS 
December 17, 1948 


























To reach the Tops 


FORBES is Tops 











road equipments. There is no reason to 
sell all stocks, merely because one 
thinks the averages have not yet com- 
pleted their bear market. 

One should note closely the stocks 
which buck any down-move that might 
develop in the averages during 1949, 
and begin to watch for symptoms of a 
turn for the better, in the averages— 
even if that point may be some time 
away. A long general bull market can- 
not be expected until the averages 
finally turn for the better. When this 
occurs, additional purchases should be 
made of stocks bought at higher prices, 
to reduce the average cost—provided 
the outlook for such companies is satis- 
factory. 

Meanwhile, those desiring income 
might consider high-grade preferred 
stocks now yielding around 4%; or lead- 
ing bank stocks now yielding close 
to 5%. 


Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 


Congratulations 


Herbert E. Smith, elected chairman 
and chief executive officer; Harry E. 
Humphreys, Jr., elected president, and 
Arthur Surkamp, elected vice-president, 
of U.S. Rubber Co. 

Lawrence C. Marshall, elected presi- 
dent of the Bank of the Manhattan Co., 
New York. 

E. H. Walker, appointed a vice- 
president of Shell Oil Co. 

Marion Harper, Jr., elected president 
of McCann-Erickson, Inc., advertising 
agency. 

Alex H. Ardrey, elected executive 
vice-president of Bankers Trust Co., 
New York. 

W. J. Arris, appointed manager of 
European operations of Burroughs Add- 
ing Machine Co. 

Ellis Arnall, former Governor of 
Georgia, elected president of the So- 
ciety of Independent Motion Picture 
Producers. 

William C. Jordan, elected president 
of Curtiss-Wright Corp., succeeding 
Guy W. Vaughan, who becomes chair- 
man of the board. 

Maj. Gen. Oliver P. Echols, USAF, 
ret., elected chairman of Northrop Air- 
craft, Inc. 

Arthur M. Hill, former chairman of 
the National Security Resources Board, 
elected a director of International Tele- 
phone & Telegraph Corp. 

C. J. Reese, president of Continental 
Motors Corp., elected chairman of the 
Personal Aircraft Council of the Air- 
craft Industries Association of America. 

Walter P. Marshall, elected president 
of Western Union Telegraph Co. 
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Beneficial 


industrial Loan 


Corporation 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 
CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.81'/, per share 


$4 Dividend Series of 1948 
$1 per share 


(for quarterly period ending 
December 31, 1948) 


COMMON STOCK 
$.37!/, per share 
The dividends are payable Decem- 
ber 29, 1948 to stockholders of rec- 
ord at close of business December 
18, 1948. 


December 7, 1948 


Puitip KapINnas 
Treasurer 











THE Ma mawoOxX company 


MAKERS OF FINE TELEVISION AND 
RADIO-PHONOGRAPH INSTRUMENTS 


Dividend 
Notice 


The Board of Directors of 

The Magnavox Company has declared 
a cash dividend of 25 cents a share on 
the company’s outstanding capital 
stock, payable January 15, 1949, to 
stockholders of record December 27, 
1948. At the same time, the directors 
declared a stock dividend of 10 per 
cent, payable January 15, 1949, to 
stockholders of record December 24, 


1948. ; 
R. A. O'CONNOR, 


President and Treasurer 














PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 132 


The Board of Directors on December 
15, 1948 declared a cash dividend for 
the fourth quarter of the year of 50 
cents per share upon the Company's 
Common Capital Stock. This dividend 
will be paid by check on January 15 
1949, to common stockholders of recor: 
at the close of business on December 
31, 1948. The Transfer Books will not 
be closed. 


E. J. Becxett, Treasurer 


San Francisco, California 

















Your dividend notice in ForBeEs 
directs nationwide attention of 
influential investors in finance 
and industry to your company. 








Forbes 
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Permanent binder to hold 
14 Sections included with 
first lesson 








Market Course for the beginner as well as the seasoned investor. 
Takes you through the entire techniques and practice of analyzing 
and interpreting the innumerable factors that influence stock prices. 


Explains in simple, understandable language the whole operation of success- 
ful stock trading. 


FORBES Stock Market Course provides the most modern and practical 
curriculum of its kind available today. Included are the latest sound 
methods employed by well-known market operators and renowned market 
advisors. Teaches you the scientific forecasting, charting and financial 
diagnosis developed over recent years. Your progress will be guided 
through periodic self examinations. 


Think of being able to improve your knowledge and skill so vastly that 
you may be able to reach correct market decisions quickly and detect 
market tops and bottoms in advance of less well-informed investors. 


Each of the 14 Sections of this Course comes to you at two week 
intervals in separate, temporary folders, complete with supplementary 
material. After you have completed each Section, including the Quiz and 
Supplementary Reading at the end of each Section, material can be re- 
moved from temporary folder and inserted in permanent binder which is 
supplied free. 


{Sve AT LAST, is an accelerated but thorough low-priced Stock 


No matter how competent your investment counsel, remember only you 
can express your investment desires to your banker or broker and only 
you can approve or question his advice. The Forbes Stock Market Course 
gives you all the information you need to intelligently handle your 
investments. You'll find it the most practical, up-to-date Course on the 
Stock Market ever. You'll learn specific things to do to make your invest- 
ments and trading more profitable and you'll greatly widen your knowledge 
of sound trading techniques because the keynote of this Course is “learning 
by doing.” 

Decide now to make 1949 a banner year investmentwise—enroll in the 


Forbes Stock Market Course TODAY. 


with Greater Success in ‘49 
ENROLL NOW IN NEW 


FORBES 


STOCK MARKET 


COURSE 


Edited by B. C. FORBES and JOSEPH D. GOODMAN 
Examine First Lesson on 10 Days’ Approval ! 


geen tips, hunches and second-guessing with the funda- 
mentals of sound successful trading which this New Forbes 
Stock Market Course brings you. 

The entire Course of 14 Sections has been carefully edited 
by both B. C. Forbes and Joseph D. Goodman so you know the 
time you devote to this Course will repay you handsomely. 








Here Is a Brief Outline of Just One of the 
14 Sections in This Remarkable Course: 


LESSON VIl- READING MARKET PATTERNS 
A. The True Value of Charts ' 
B. How and What to Chart 
C. Most Practical Method of Charting (Illustrated) 
Other Methods (Illustrated) 
D. Ascending "Tops' and "Bottoms" (Illustrated) 
E. Descending "Tops" and "Bottoms" 
(Illustrated) 
F. "Support" or "Accumulation" Areas 
(Illustrated) 
G. "Resistance" or "Distribution" Areas 
(Illustrated) 
H. "Trading Markets” (Illustrated) 
|. “Break-Away" Gaps (Illustrated) 
J. The Dow Theory 
1. Advantages 
2. "Confirmations" 
3. Past "Confirmation" Points 
4. Nine Defects of the Dow Theory 


SUPPLEMENTARY MATERIAL TO LESSON VII 
A. Review and Quiz 
B. Exercises 
The Above Is An Outline of But One of the 14 
Lessons in the Forbes Stock Market Course. Each 
of the Lessons Become Progressively Advanced. 


Use This Course to Invest With Greater Success. 
Fill In and Mail Coupon Below TODAY. 



















Save $23.50 for a Short Time Only! 


What you learn from just one section and apply to the Stock Market 
may be a turning-point in your fortunes . . . the starting of many 
successful transactions. 

















Regular price: $100. Special initial introductory price: $76.50 cash 
for complete course. (No comparable course has ever sold for 
less than several times this price.) As this offer is subject to with- 
drawal without notice, we suggest you enroll immediately. You 
profitably begin to apply some of its principles at once. Remem- 
ber—FORBES Stock Market Course, which has long been in prepa- 
ration, has been brought right up to the minute. Enroll today. 
Save $23.50 for a short time only! ‘ 
































Enroll Now—10 Days’ FREE Approval 


PTTTITITI III iii iiiiiililiiiiiiiiiiiiiiiiiiiii ii 
FORBES Stock Market Course BBiscccxcosweceunnes 
B. C. Forbes & Sons Publishing Co., Inc. (1-1) 
120 Fifth Ave., New York 11, N. Y. 

Enroll me in the new 14-Section $100 FORBES Stock Market 
Course. Enclosed is: [] $76.50 Remittance in Full. Send me First 
Section on 10-day Free approval. At the end of that time I will 
either return the Section for full refund or continue Course for 
14 Sections. (On N. Y. C. orders please add 2% for Sales Tax) 


C. eetta daw twndvanenacaemientee Zone No....... = 
(Please make checks payable to B. ©. Forbes & Sons Publishing Co., Ine.) 










January 1, 1949 








Thoughts . 
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ON THE BUSINESS OF LIFE 


It makes little difference what the 
trade, business, or branch of learning, 
in mechanical labor, or intellectual ef- 
fort, the educated man is always su- 
perior to the common laborer. One who 
is in the habit of applying his powers 
in the right way will carry system into 
any occupation, and it will help him 
as much to handle a rope as to write a 
poem. —F. M. CrRAwForp. 


Economy, whether public or private, 
means the wise management of labor, 
mainly in three senses; applying labor 
rationally, preserving its produce care- 
fully, and distributing its produce sea- 
sonably. —Ruskin. 


If we understand that the Lord has 
given us a doctrine of wholehearted, 
aggressive goodwill, even toward un- 
friendly people, we can save our 
world, even at a time when it was 
never more difficult to believe in our- 
selves and our fellow-men. 

—LEE VAUGHN Barker, D.D. 


Life assumes that the man who 
doesn’t want to follow the rules doesn’t 
want to be a success—and so it grants 
his wish. —WESTERN LIFE NEws. 


Any fool can criticize, condemn, and 
complain—and most fools do. 
—DaLe CARNEGIE. 


The man who has so little knowledge 
of human nature as to seek happiness 
by changing anything but his own dis- 
positions, will waste his life in fruitless 
efforts, and multiply the griefs which 
he proposes to remove. —COLTON. 


What good is there in being the rich- 
est man in the cemetery? 
—Tue Pick-Up. 


Big shots are only little shots who 
keep shooting.—CHRisTOPHER MORLEY. 


The mind is like the stomach. It is 
not how much you put into it that 
counts, but how much it digests. 

—A. J. Nock. 


Some of us have turned our freedom 
into exploitation, our land into a dust 
bowl. We can’t make a nation strong 
when it is held together by the rotten 
rope of self-interest. Too often we think 
of democracy only in terms of getting 
our rights. —JoserH R. Sizoo, D.D. 


Equality is one of the most consum- 
mate scoundrels that ever crept from 
the brain of a political juggler—a fellow 
who thrusts his hand into the pocket of 
honest industry or enterprising talent, 
and squanders their hard-earned profits 
on profligate idleness or indolent stu- 
pidity. —PAULDING. 


No wild enthusiast ever yet could 
rest, till half mankind were, like him- 
self, possest. —COowPpER. 


We have employments assigned to us 
for every circumstance in life. When 
we are alone, we have our thoughts to 
watch; in the family, our tempers; and 
in company, our tongues. —H. More. 


Our land is not more the recipient of 
the men of all countries than of their 
ideas. —BANCROFT. 


He who freely praises what he means 
to purchase, and he who enumerates 
the faults of what he means to sell, may 
set up a partnership with honesty. 

—LAVATER. 


He is the happiest, be he king or 
peasant, who finds peace in his home. 
—GOETHE. 


Thinking well is wise; planning well, 
wiser; doing well wisest and best of all. 
—PERSIAN PROVERB. 


If you want to know if your brain is 
flabby feel of your legs. 
—BruUCE BARTON. 


Great minds must be ready not only 
to take opportunities, but to make 
them. —COLTON. 


Rapidity does not always mean prog- 
ress, and hurry is akin to waste. The 
old fable of the hare and the tortoise is 
just as good now, and just as true, as 
when it was first written. 

—C. A. Stopparp. 


LDL LL I_ EO I_ BPI PPIPPPP 


We really own so much mure than 
we ever realize. Ownership does not 
confine itself merely to what you buy 
or pay for. Ownership is appreciation. 
We are not permanent owners: of any- 
thing, even though we may have much 
in our possession that may have been 
inherited or earned over a term of 
years. In time all is dispensed to other 
owners. We grow richest when we give 
away the most, We then become part- 
ners in an ownership that others dis- 
tribute. —GroRGE MATTHEW ADAMS. 


The first consideration of medica! 
ethics concerns the duty to the patient. 
Business ethics ought to follow the 
same pattern. —THE KALENDS. 


There are important cases in which 
the difference between half a heart and 
a whole heart makes just the difference 
between signal defeat and a splendid 
victory. —A. H. K. Boyp. 


Nothing can be more unphilosophical 
than to be positive or dogmatical on 
any subject. When men are the most 
sure and arrogant, they are commonly 
the most mistaken and have there given 
reins to passion without that proper 
deliberation and suspense which alone 
can secure them from the grossest ab- 
surdities. —HuME. 


You may be whatever you resolve to 
be. Determine to be something in the 
world, and you will be oye “T 
cannot” never accomplished anything; 
“I will try” has wrought wonders. 

—J. Hawes. 


I love a hand that meets my own 
with a grasp that causes some sensa- 
tion. —F. S. Oscoon. 


When any of the four pillars of gov- 
ernment—religion, justice, counsel, and 
treasure—are mainly shaken or weak- 
ened, men had need to pray for fair 


weather. —BACON. 


The culminating point of administra- 
tion is to know well how much power, 
great or small, we ought to use in all 
circumstances. —MONTESEQUIEU. 


In response to many requests from readers 
639 “Thoughts” which have appeared here 
have been published in book form. Price $2. 








A Text. 


Sent in by Harry J. Atwood, 
Colorado Springs, Colo. What's 
your favorite text? A Fores 
book is presented to senders of 
texts used. 


Whoso looketh into the perfect law of 
liberty, and continueth therein, he being 
not a forgetful hearer, but a doer of the 
work, this man shall be blessed in his 


deed. 


—James 1:25 

















TO PAY AN EMPLOYE FOR AN HOUR’S WORK 
THE RAILROADS HAVE TO HAUL FREIGHT 
MORE THAN TWICE AS FAR AS IN 1921 





TO EARN THE MONEY TO PAY ONE HOUR’S WAGE 


TO ONE EMPLOYE~RAILROADS HAD TO HAUL 


ONE TON OF FREIGHT 
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ONE TON OF FREIGHT 








The average hourly wage of railroad employes 
~- without overtime—has more than doubled since 
1921, after World War I. But the revenue received by 
the railroads for hauling the average ton of freight 
ene mile is lower at today’s rates than it was then. 





With greatly increased wage levels in other industries, 
increased railroad wages obviously would be expected. 
Some of the increased cost of labor, materials and sup- 
pi'es has been offset by great economies which railroads 


TO EARN THE MONEY TO PAY 


—-RAILROADS HAD TO HAUL 


ONE HOUR’S WAGE 





Seeererepenasetannsiaenteeenseerene 
PENNSYLVANIA 


NOOTT === 


have achieved through technological improvements. 


It takes large amounts of money to make these 
improvements. More are urgently needed. Additional 
wage increases are taking place and the cost of materials 
and supplies has doubled since 1939 and continues to 
rise. Despite postwar increases, freight rates are insuffi- 
cient to pay these expenses and to provide money for 
changes required to reduce costs and improve service. 

That’s why the railroads are asking for increased 
freight rates. 


PENNSYLVANIA RAILROAD 
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Something new is happening in Missouri 


TEAR the town of Louisiana. Mo.., 
N events are shaping which may re- 
verse the old saying “I’m from Missouri 
... you ve got to show me.” In the matter 
of synthetic liquid fuels, Missouri may 
itself be doing the “showing” before 
long! 

For at Louisiana, Mo., Koppers Com- 
pany is building for the U. S. Bureau of 
Mines a demonstration plant to make oil 
and gasoline from coal. 

Because the production of synthetic oil 
and gasoline from coal may well have an 
enormous influence on America’s future, 


| KOPPERS| 


ENGINEERING and CONSTRUCTION 


















this is one of the most important postwar 
projects yet undertaken in this country. 

And in its development, Koppers’ engi- 
necring and construction experience, its 
background of knowledge in coal gasift- 
cation, oxygen production and use, and 
gas purification, are playing important 
parts. 

Perhaps your Company is conten: 
plating a project on which this same 
broad Koppers experience may prove 
useful. We invite your inquiries. Koppers 
Company. Inc., Engineering and Con- 
struction Division, Pittsburgh 19, Pa. 


Designing and erecting coke plants, coal chemical plants and other industrial structures is 
just one way in which Koppers serves industry and you. Koppers also produces chemicals 
from coal. It manufactures couplings, roofing, paving materials, propellers, piston rings. It 
is a leader in the wood-preserving industry. There are many Koppers products or services 
that will help your business. 



















